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ANNUAL MEETING OF THE ROYAL ECONOMIC 
SOCIETY 


DISCUSSION ON THE NATIONAL DEBT 


Tue Annual Meeting of the Society was held on May 7 at 
the London School of Economics under the Chairmanship of 
Viscount Haldane, President of the Society. After the trans- 
action of the formal business of the year, a discussion on the 
National Debt was opened by Dr. Hugh Dalton, M.P. The 
principal speeches are reported below. 


Dr. Hucu Datton, M.P.: At the present moment public 
interest in the National Debt is at a low ebb. It raises no live, 
immediate political issue. The Colwyn Committee still holds 
occasional sittings and a number of economists and other wit- 
nesses have appeared before it. But the world is still awaiting 
the issue of its labours. 

I am told that some people expect me to speak about the 
Capital Levy, but that is not my intention. I have said my 
say on the Capital Levy, at any rate until the Colwyn Com- 
mittee reports. Moreover, its discussion lacks reality just now. 
The necessary political conditions for its imposition do not at 
present exist and, therefore, while still of opinion that it offers 
very solid advantages, particularly if we could count upon 
general good-will and public spirit in carrying it into operation, 
I do not propose to discuss it this afternoon. 

But I wish to say a word about conversion. There is a 
certain section of opinion which pins great hope to conversion. 
I believe this hope to be mainly sentimental. I made a very 
simple calculation last February in the course of my evidence 
before the Colwyn Committee. I found that the amount of 
internal debt maturing in the next ten years (including debt 
which may, but need not, be paid off within this period, but 
excluding Savings Certificates) was £4,106 millions. Of this total 
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£165 millions bear interest at 54 per cent., £2,698 millions at 5 per 
cent., £134 millions at 44 per cent., £256 millions at 4 per cent., 
£63 millions at 3} per cent., and £16 millions at 3 per cent., while 
the remainder is Floating Debt. If you ignore the prospect of 
upward conversions on the cheaper forms of debt, and con- 
centrate attention on the possibility of downward conversions, 
you will find that, with the national credit standing at 4} per 
cent., the maximum annual saving in interest would be only 
£15 millions. With the national credit at 4 per cent. the maxi- 
mum annual saving would be £30 millions. But, against any 
saving in interest charges through conversion, must be set the 
consequential loss to the Exchequer in income tax and super 
tax, what Sir Josiah Stamp would call, I suppose, ‘‘ the ravages 
of conversion.” At present rates this loss will be nearly a quarter 
of the interest saved. This reduces the maximum net saving 
through conversion during the next ten years to some £12 millions 
or £23 millions a year respectively, according as we assume a 43 per 
cent. or a 4 per cent. rate of interest throughout this period. But 
at present the Government cannot even borrow at 4} per cent. 
on long term securities and a trade revival, by diverting funds 
from gilt-edged stocks to industry, will tend to raise the rate of 
interest still higher. I conclude that, even on the most favour- 
able assumptions, conversion is worth very little as a means of 
securing a large and early reduction in the burden of the debt. 
Moreover, if we are to exploit to the full whatever opportunities 
for conversion may arise, a vigorous Sinking Fund policy is 
essential, in order to create a strong demand for Government 
securities and to improve the national credit. 

I take the common-sense view which is not universally 
adopted—it is true that common-sense views are sometimes 
wrong—that it is desirable to pay off our debt quickly. Assum- 
ing that, for the moment, the Capital Levy is not under con- 
sideration, and since there is nothing much in conversion, I, 
therefore, favour a very substantial increase in the present 
Sinking Fund provision. It is sometimes supposed that the 
mere continuance of the debt, now that it has been contracted, 
does no particular harm to anyone. I believe that to be a 
complete misunderstanding. I shall say something about the 
external debt later. But the service of the internal debt, in- 
cluding the taxation which is required to meet the interest 
charge, involves a series of deleterious transfers of wealth. It 
involves, on balance, a transfer from the poorer to the richer, 
thus aggravating the inequality of incomes. It involves, also, 
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on balance, a transfer from the younger to the older generation, 
which is objectionable both on moral and on economic grounds. 
It is objectionable on moral grounds, in so far as the older genera- 
tion includes war profiteers and the younger generation includes 
ex-service men and their dependents. It is objectionable on 
economic grounds, in so far as the transfer is from the more 
to the less active-minded. members of the community. More 
broadly, also, the service of the debt involves, on balance, a 
transfer from the active to the passive elements in our economic 
life, since much taxation falls upon those who work and under- 
take productive risks, while much interest accrues to people 
who are not actively engaged in production at all. Further, 
through the great weight of taxation which it necessitates, the 
service of the debt acts as a check to the growth of human 
capital, by way of social investments in the capacities of human 
beings. It encourages false economies on the pretext that, if 
these economies were not made, the Budget would not balance. 
The Budget is, therefore, balanced, and some reduction of taxa- 
tion is often secured, at the expense of social services, such as 
education and public health, the rapid development of which 
is urgently required. In so far as this happens, production, 
and also human welfare, is diminished by our failure to make 
full use of our human resources. In the light of these con- 
siderations, it seems to me quite clear that the continued exist- 
ence of dead-weight public debt on this scale does continuing 
damage to our economic life. 

The process of debt redemption through the Sinking Fund 
is salutary in so far as it reduces the debt. But it is also salutary 
for another reason. Nearly all the money repaid to holders of 
war loan will be re-invested. But a much smaller proportion of 
the money collected in tax revenue, in order to feed the Sinking 
Fund, would have been invested if it had not been claimed by 
the tax collector. Therefore, on balance, the process of debt 
redemption involves a transfer from spenders to savers and 
promotes the accumulation of capital and the production of 
wealth. I believe, though I have no time to argue it in detail 
to-day, that this remains true, even when full account is taken 
of any checks to activity and saving which high rates of taxation 
may engender. 

There is, however, another argument against big Sinking 
Fund operations, which has apparently been adduced by Mr. 
Keynes in evidence before the Colwyn Committee. As I under- 


stand the argument, it is this. There is at the present time a 
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tendency for too great a proportion of our new savings to flow 
into gilt-edged, as distinct from industrial, investments. Sinking 
Fund operations will strengthen this tendency, since the new 
capital liberated by debt redemption will be mainly invested 
in gilt-edged securities, while taxation will check a certain 
amount of industrial investment, which would otherwise have 
taken place. I should not deny that there may be some danger, 
under present conditions, of a bad distribution of new capital 
between different types of investment. With a view to reducing 
this danger, it may well be desirable to consider certain amend- 
ments to our Trustee Acts, as Mr. Keynes has suggested. 

But this line of argument does not seem to me to disprove 
the great net advantage of a big Sinking Fund. For a large 
supply of new capital going into gilt-edged investments raises 
the national credit, facilitates conversion and enables public 
bodies to borrow more cheaply. Moreover, though this is'a 
matter on which it is difficult to get conclusive evidence, I should 
judge that there is a large quantity of capital lying near the 
margin between gilt-edged and industrial investments, and ready 
to shift from the former to the latter if only a slight change in 
their relative attractiveness occurred. 

My general conclusion, in favour of a vigorous Sinking Fund 
policy, is, therefore, unshaken and I will pass to some concrete 
suggestions. I suggest, in the first place, that we should double 
the present Sinking Fund of £50 millions a year. That would 
give us a basic Sinking Fund of 100 millions a year. I suggest 
secondly, the introduction of some cumulative element into the 
business. With a Sinking Fund of £100 millions a year, which 
was fully cumulative from the start, we could wipe out the whole 
debt, both internal and external, in about thirty years. But 
I fear that this is too strong meat for our financiers and 
politicians. I therefore suggest as a milder alternative that we 
should add to the basic Sinking Fund, in any given future year, 
half the amount by which the interest charge in the previous 
year fell short of £300 millions. That would mean that half the 
future savings on the interest charge, whether through redemp- 
tion or conversion, would be reserved for speeding up subsequent 
redemption, while the other half would be available for tax 
reduction or for increased social expenditure. 

I have also a third suggestion, which I am anxious to float 
before this assembly, as I have already floated it elsewhere, 
for your consideration and criticism. I propose that we should 
reintroduce, in a new and simple form, the terminable annuity 
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as a device for lightening the burden of the debt. I propose 
that, in addition to our existing death duties, we should require 
the surrender to the Treasury of some part of the larger estates, 
or, if you prefer, of the larger inheritances, in exchange for 
terminable annuities which the Treasury would issue. I do 
not propose that the present capital value of these annuities 
should be equal to that of: the wealth surrendered in exchange. 
I propose, rather, that the present annual values should be 
equal, so that you would be introducing a form of additional, 
though postponed, taxation. Suppose, for example, that you 
issued twenty-year annuities, in respect of which the annual 
payment was equal to 5 per cent. of the capital value of the 
wealth surrendered in exchange. Then the inheritor who re- 
ceived these annuities would have much the same immediate 
income as before, but he would know that it was limited to 
twenty years’ duration. The wealth surrendered, on the other 
hand, would be applied, directly or indirectly, to debt reduction. 
A plan of this kind could become part of our annual taxing 
arrangements. It would have certain advantages for other 
purposes, but I ask only that it shall be considered on its merits 
as an instrument of debt reduction. It would mean that every 
year you would be transforming a certain amount of debt, carrying 
a capital obligation to repay, into mere terminable annuities 
which would run off automatically after a period of years. 

I have now sketched in outline a policy by means of which, 
failing another war or some other contingency leading to increase 
of public debt, and even without a Capital Levy, we could clear 
off the internal debt at any rate within the lifetime of the majority 
of those now in middle age. As I stated at the beginning, I 
take the common-sense view, which in this case I believe is 
also the right view, that this is a most desirable consummation, 
well worth the additional effort in taxation and public spirit 
which it may involve. 

One word in conclusion about the external debt. Under 
present arrangements, as you know, payments to America will 
continue, under a cumulative Sinking Fund, until 1985. The 
burden of the external debt needs less explanation than that 
of the internal debt. It is easily seen to consist in an unrequited 
tribute to outsiders. Here again, therefore, it seems to me 
quite clear that, if we can accelerate the rate of repayment, 
without causing trouble to ourselves in the region of the foreign 
exchanges, we shall be doing something distinctly advantageous. 
I suggested to the Colwyn Committee that any receipts we obtain 
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either from German Reparations or from Inter-Allied Debts 
should be ear-marked for the reduction of the principal of our 
American debt. If we can accelerate the rate of repayment 
of this external debt, we shall save compound interest on the 
later instalments, which will not have to be paid at all, and, 
by abbreviating the period of repayment, we shall reduce the 
aggregate sum of future payments of capital and interest which 
will fall due. I believe that, in this particular case, it is a 
legitimate operation for the statesman to add together these 
payments over a series of future years and a legitimate object to 
seek to reduce the total thus obtained by anticipating the later 
payments in the earlier years. I believe this to be legitimate, 
because the statesman ought, in the jargon of the books, to have 
a very low time-preference, so far as the interests of his country 
are concerned. 

To sum up, and to put in other words the underlying idea of 
my argument this afternoon, “‘ the most important duty of the 
State is to protect the interests of the future against the demands 
of the present.” 


Proressor D. H. Macarecor: It is a matter of interest 
that Dr. Dalton should regard the Capital Levy as in suspense 
for this discussion. I do not wish to put it aside, but in the 
first place to consider how much can be done by the more usual 
methods of repayment. I agree with him that it is necessary 
to make a serious effort in the next generation to alleviate the 
burden. We must have regard to possible criticisms on our 
finance at a future date, when the generation which remembers 
the war has passed away, and the country may again be faced 
with costly measures of preparation. A war which cost £8,000 
millions, and which has not resulted in anything like the expected 
decrease in the cost of armaments, requires as its aftermath a 
financial plan, if we are to be free bargainers in a future exigency 
that is not impossible. 

To individuals the taxation is a pure burden, not offset by 
the dividends on the Funds; but for the war they would have 
obtained their dividends without the high rates of taxation. It 
affects enterprise through their savings, and its incidence on 
companies’ reserves. To the nation there is some burden, apart 
from the external debt, in that the time of money is taken up 
with the preparation for, and the making of, the annual settle- 
ment. The size of the debt, in relation to the lessened sources 
of saving, worsens the terms on which money can be disengaged 
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from it for transfer to industry. I am not so sure about Dr. 
Dalton’s argument that it causes a further inequality in the 
distribution of wealth; since those who receive more than they 
pay in debt taxation are persons who hold more debt than in 
proportion to their taxable capacity, and to that extent they 
hold less of other securities. 

Considering normal methods, how fast can we go? I divide 
these methods into the traditional, and an amendment which 
might now be considered. The former has to look to three 
periods—the years of special depression, the return to standard 
conditions, and the time of possible new exigencies, if the League 
of Nations has not stabilised peace. To the first of these, a 
fixed Sinking Fund, implying a declining charge, is applicable; 
to the second a fixed charge, implying an increasing Sinking 
Fund, is applicable; to the third, a refixation of the Sinking 
Fund on the level it has reached, to lessen the charge, and 
increase the elasticity of taxation. This appears better than 
to fix a higher Sinking Fund now, and to have a lessening annual 
charge during the period of revival. If the Sinking Fund were 
increased to £65 millions when the depression has passed, in 
twenty years it would, with a fixed charge at 4 per cent., apply 
as much to repayment as if it had then been doubled and kept 
steady; and the burden would have been better adjusted to 
the conditions of trade. We might have applied some £2,000 
millions in the first two periods. The case for a levy depends 
on whether this is thought rapid enough against the size of the 
whole debt. 

The amendment is to abolish the distinction between the old 
and the new Sinking Funds, to budget for one debt surplus, to 
arrange this in decennial periods, giving relief in bad years if 
we were ahead of the plan. The principles of Pitt, Hamilton 
and Northcote are reconciled by this method, and the accounts 
are presented in a way suited to this plan of repayment. There 
is no difference in taxation, but we will not be paying off debt 
under the new Sinking Fund with a greater deficit on the Budget. 

But any long plan may break down and any Sinking Fund 
may be raided. The Capital Levy is an insurance, something 
in hand against such raids, as well as an addition to the pro- 
visions of any plan. Dr. Dalton passes it over to-day, and his 
stage is so full of other actors that I do not see where he will 
crowd it in. It has come to mean £3,000 millions, but we need 
not be tied to that sum. As he has written, that is an amount 
worth fighting for, but it is also worth fighting against and 
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evading. The difficulty about so large a sum is also that it 
renders it more improbable that the simple method of payment 
by handing over War Loan will be followed. This is not any 
levy, but a levy for the repayment of debt. If payment can 
be made in many forms, the payer will apply Gresham’s Law 
to himself, and will pay in the capital he least wishes to keep. 
But if it is known that £3,000 millions of War Loan are to be 
cancelled, then it is known that War Loan is likely to appreciate 
considerably, in view especially of its particular market in this 
country. This will not be known of any other form of holding. 
Hence the holders of War Loan will pay not as much but as 
little as they can in that simple way. To avoid that difficulty 
a premium would have to be placed on payment in War Loan; 
and this is a favour to that class of investment. The larger the 
levy the more serious this aspect of payment. Per contra, in 
the absence of any discriminating premium, the Treasury will 
find itself in possession of stocks the more difficult to realise 
because they were the most readily surrendered. 

If we are to look forward to the international conditions that 
must be considered possible in twenty-five or thirty years, and 
to the criticism of our arrangements that may arise then, I 
think that a levy of £1,000 millions is worth consideration, applic- 
able after the post-war depression. It is subject to the valuation 
being possible with reasonable fairness; on that I cannot pretend 
to decide. The supply of public securities has increased as 
compared with 1913 four or five times in relation to the national 
income; and the basis of credit should not be impaired by a 
levy of this amount. The crucial question is whether, the debt 
being as large as it is, and fixed in money, we are content to 
foresee about £2,000 millions applied in this generation, that is 
to say, whether we are politically optimistic; or whether, being 
less optimistic, we should place ourselves somewhat in hand, 
either as an insurance or for an increment. 


Mr. ALFRED Hoare: I am cordially in agreement with 
what Dr. Dalton has said, but I see no chance of a Conservative 
Government doing anything more towards repaying the debt 
than consists in keeping up its present figure of £50 millions, the 
debt being £8,000 millions, including currency notes. It may 
be said to undertake to repay in 160 years. Surely that is an 
unnecessarily long period. Moreover, one may feel very confident 
that this will be raided at some time in the future, as occurred 
with the poor little Sinking Fund of £26 millions on which I was 





eR S: Fs 











| 
; 


SRR poe 


eRe 


= 





1925] DISCUSSION ON THE NATIONAL DEBT 359 


brought up. As regards the burden of debt, I am rather inclined 
to what I should call the common-sense point of view, namely, 
that the whole of the internal debt is merely one of the agencies 
in operation by which we exchange our goods and service with 
each other. I believe that the distribution of our income will 
be very much the same by whatever process we effect it. The 
really important thing, as pointed out by Professor Bowley in 
his little pamphlet five years ago, is to increase our output per 
head. I have little hope from the Conservatives and equally 
little from the Labour Party, who both in different ways aggravate 
the situation. The Labour Party will depress production by 
paralysing the employer and depriving the worker of the help 
of the capitalist, the Conservatives by pampering the rentier 
and irritating the worker. I hope that members of our Society 
will avail themselves of opportunities to make suggestions to 
the Labour Party when it comes into power. 


Mr. J. M. Keynes: I see only two reasons for expediting 
the repayment of debt. The first is to facilitate the raising of 
funds on behalf of public bodies which require new capital for 
productive purposes. The second is to increase the amount 
of the national savings. The first reason does not hold good 
always, and I do not think that it is valid at the present moment. 
In 1920, on the other hand, when the Housing programme was 
beginning and public bodies were requiring large sums for invest- 
ment, I saw no harm but much good in the repayment of the 
debt. More recently the demand from public bodies has been 
much diminished. I have argued that the maintenance of a 
heavy Sinking Fund -at such a time, in conjunction with the 
provisions of our Trustees’ Act, unduly stimulates the flow of 
capital into the hands of public bodies abroad. I quite foresee 
a time arising when there will again be an outlet on a large scale 
for capital at home, and I think it would be good policy to hasten 
it by governmental activities on a much greater scale than at 
present. There would then be a reason for converting the dead 
weight debt into a productive debt. That would be my criterion 
rather than the repayment of debt as such. 

The other ground, namely, the stimulation of saving, was 
mentioned by Dr. Dalton. I quite agree with him that by no 
means all the money which is taken from the taxpayer in taxes 
for use in the Sinking Fund would be saved if those taxes were 
removed : whereas, on the other hand, almost all the holders 
of the debt will re-invest their money when they are paid 
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off. If, therefore, there is reason for thinking that saving is on 
an inadequate scale, that is an argument for the Sinking Fund. 
At the present moment, I believe that the heavy rates of taxation 
militate against activity and the running of risks, and I do not 
think that the need for additional savings is so urgent as to 
justify heavier taxation in order to bring about this indirect 
stimulation of it. There, again, circumstances might change. 
But these are the two criteria which I should apply in determining 
the amount of the Sinking Fund from year to year. 

The arguments on the other side seem to me to be partly 
esthetic and partly an appeal to the potency of compound 
interest. For example, the tidying up of the published figures 
of the national balance sheet seems to make a considerable 
appeal to some people. Above all, anyone who toys with the 
National Debt can produce a vivid picture of the accumulations 
of compound interest after a certain number of years. But 
although compound interest produces the most visible and 
impressive picture in the case of the National Debt, it also works 
elsewhere in the community, and I would look, rather, to cumu- 
lative economic progress by the operation of compound interest 
in the community at large where it is less directly visible. You 
do not make compound interest more potent because you take 
money away from individuals and use it in this particular way. 
The burden of the Napoleonic wars was taken off our shoulders 
not by a Sinking Fund, but by the general progress of the com- 
munity in the next hundred years. Now I should be very 
chary of allowing the apparent burden of the National Debt to 
induce me to put on taxation so heavy that it might hold back 
the general progress of the community. 

Another reason which often weighs, I think, is the false 
analogy between the debt of the individual and the debt of the 
State. There is no real analogy between the two. An indi- 
vidual’s motives for clearing himself of debt may apply to the 
external obligations of the State; but they can have no applica- 
tion to its internal obligations. I think it would be better, 
therefore, if we were to confine our attention to the two criteria 
with which I began. 


Mr. P. D. Leake: I have no doubt we should all be agreed 
as to the desirability of paying the debt off as rapidly as possible, 
but we must be careful that any method we are adopting with 
a view to accelerating the payment of the National Debt is not 
more disadvantageous than advantageous. I gave evidence 
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some little time ago before the Colwyn Committee, and I sug- 
gested that the chief disadvantage of the National Debt is that 
it nearly doubles the annual amount which we have to pay for 
taxation, and that is exceedingly bad for industry, because I 
believe that taxation in whatever form it may be levied, and 
whether it be direct or indirect, lies ultimately as a burden upon 
industry. : 

Now there is no other way of paying off the debt except by 
means of taxation, and for that reason I think that one must 
be very careful in increasing the burden of annual taxation with 
a view to accelerating the repayment of the National Debt. 
But I pointed out that in the case of a 5 per cent. debt a Sinking 
Fund equal to one-half of 1 per cent. cumulative will pay off any 
debt in just under fifty years. 

Now, if we could establish a Sinking Fund on these lines, 
and bind our successors, which I do not think we can effectively 
do, it would certainly have the effect of producing an atmosphere, 
a feeling of confidence and security, which is to my mind the 
bit of cement, as it were, perhaps more important than anything 
else, for holding together the mechanism of our modern industrial 
State. If we could adopt a cumulative Sinking Fund on some 
such basis as that, in the course of a very few years we should 
be able to effect conversions from time to time—probably more 
than one conversion—which would restore confidence in the 
State and would of themselves greatly lighten the annual burden. 
Our present Sinking Fund of £50 millions is not, of course, a 
cumulative one. With an outstanding debt of some £7,000 
millions, the 4 per cent. would represent about £35 millions. 
But a strictly cumulative Sinking Fund means that we are 
burdened for fifty years with the amount of the equal annual 
instalments, that is to say, £35 millions plus interest, not on the 
outstanding debt but on the whole original debt. That means 
we must be prepared to meet heavier taxation in the future. 
But I think that the operations of conversion as time goes on, 
following upon the state of confidence which would be produced 
by the adoption of such a plan, would afford some compensation 
on the other side. I would not accelerate the Sinking Fund 
beyond that rate, simply on the ground that we must not burden 
industry more. I see in all directions that industry is now 
over-burdened, and for the sake of industry and employment we 
require to avoid any further burden. 


Mr. R. G. Hawrrey: My Lord, Ladies and Gentlemen, I 
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very unfortunately missed the two opening speeches, but there 
are just one or two remarks that I should like to interpose. 
Of course, the question at bottom is a question of what is exces- 
sive taxation and what are its evil effects. Now some speakers 
have referred to excessive taxation as putting a burden on 
industry. I think that is a broad statement, which may be 
extremely misleading. Certain kinds of taxation are burdens 
on industry. I would particularly instance local taxation as 
being a burden especially attached to fixed capital, and there- 
fore discriminating against investment in this country as com- 
pared with investment abroad or investment in gilt-edged 
securities. But that does not really come into the present 
question, because the burden of local taxation does not arise 
out of the National Debt. The main burden arising out of 
the National Debt is the very high direct taxation that we suffer 
from. Now, I do not believe that high direct taxation can be 
regarded as a very serious injury, as a direct burden on industry. 
Industrialists often contend that the burden of income tax has 
to be passed on in a high price to the consumer. I do not think 
that I have the time to examine that argument, but I am sure 
that the great majority of people present here are aware that it 
is fallacious, and that therefore the real damage of high taxation 
is to be sought in some other direction. I think it comes out 
in the form of one of the two injurious effects that Mr. Keynes 
has referred to—that is to say, the shortage of saving. Direct 
taxation falls not only on interest, salaries and rents, but also 
upon profits. Profits account for a very large part of the national 
income. I do not think it has ever been calculated, but I should 
say that something of the order of magnitude of 15 to 20 per 
cent. of the national income represents profits, in addition to 
what can be regarded as interest on capital employed in industry. 

And that fund of profits is the fund out of which savings 
come, in this and all other countries, and if you impose a heavy 
burden on large incomes derived from profits, the amount applied 
to saving is enormously diminished. An income of, say, fifty 
thousand pounds a year derived from profits is essentially a 
precarious income. It depends on the good-will of the business, 
its turn-over; it is very variable, and the recipient has every 
motive to accumulate as much of it as’ he possibly can. In that 
respect it is totally different from the income of the rentier, who 
has no motive to save out of income. Therefore very high 
taxation applied to profits cuts off the supply of savings at the 
source. That is one reason why it is so vitally important to 
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have a large Sinking Fund, which supplies savings artificially 
from another direction, and tends to counteract that heavy 
draft upon profits. 


Mr. Owen Fiemine: I think we are very much indebted 
to Mr. Keynes for bringing the discussion more on to general 
lines and sweeping on one side the actuarial points, which are 
interesting in themselves but do not fundamentally touch this 
point at issue. The point which I would desire to emphasise is 
the burden of the debt on the country as a whole. Professor 
Macgregor spoke two or three times incidentally of the revival 
of trade as if it were something bound to happen and to happen 
very shortly. I am not so sanguine. Are there any signs at 
present of any considerable revival in trade? Is there any sign 
of any increase in our exports? Is there any sign of diminution 
in the unemployment statistics? Is there any sign anywhere 
of any considerable improvement in our trade? If so, tell me 
where it is. Sir, this is really, if I may say so, the point to which 
we should address ourselves. I dare say some in the room here 
were at the meeting yesterday of the Bankers’ Institute, when 
Sir Drummond Fraser, with the assent of his colleagues, held 
the view that from the monetary point of view a Sinking Fund 
of a million a week would be sufficient to keep matters fairly in 
order. But, sir, supposing, instead of trade reviving, trade 
does not revive. What is our position then—because trade has 
not only to bear the heavy cost of the national expenditure but 
also of the local expenditure. I do not know whether everyone 
here has read the figures which Mr. Walter Runciman quoted 
in the House of Commons on the extra cost of building ships. 
He worked out the extra productive cost due to various demands 
of national and local expenditure on each ship. Well, sir, if 
you read instead of ships, steam ploughs or any other form of 
manufacture, then it is apparent how by piling burdens on 
industry you are, as Mr. Runciman says, diminishing our com- 
petitive power in the world. I should feel very disappointed 
about our position were it not that there is some possibility of 
a solution from an Imperial point of view. I would suggest that 
the solution of the National Debt question must lie in that 
direction rather than in any actuarial manipulation by which 
the burden that we have already to bear of 50 millions a year 
is to be increased. I submit that 50 millions is the very utmost 
that the country can stand at the moment. I submit that with 
the local rates it is too much, and I would suggest that the solu- 
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tion lies not in these islands but in the resources of the Empire 
as a whole. 


Lorp Hatpane: I have listened with great attention to 
this debate and it seems to me, as most difficult questions do, 
to come back to a very large question of principle on which it 
is impossible to arrive at any certain conclusion. The principle, 
which was touched on in what Mr. Fleming has just said to us, 
and by some of the earlier speakers, I think, was that your 
attitude to the Capital Levy and the rapid payment of the debt 
depends to a considerable extent on what view you take of the 
future of this country. If this country is doomed never to 
recover itself, its industry never going to improve, if we are at 
the end of our advantages and the prospects which we had in 
the days of the industrial revolution are all gone, then I agree 
we had better pay off as fast as we can to keep the peace with 
our creditors. But if, on the other hand, you take the view 
that we are no worse off than we have been before, that we have 
got the old stuff in our people, if you take the view that, as put 
forward in another connection, what you get out of the earth 
is according to what you have put into it, because of new methods 
of science and new means of production, then you must remember, 
with your past experience, to take care to burden industry when 
it is in a difficult position as little as you can, and to proceed 
very cautiously in the repayment of your debt. Well, the weak 
point of that is that the future of this country is uncertain. 
Many people say that the prospect of a League of Nations points 
to the prospect of a long period of peace in which we shall be able 
to do this thing. I hope it is going to be so, but as a student of 
history, and particularly of the history of the origins of wars, 
I cannot feel that amount of confidence which would make me 
wish to put my last pound on that chance. 

Ladies and Gentlemen, I think in the discussion to-day two 
tendencies were revealed. Dr. Dalton based his opening on the 
footing of quick repayment of this country’s debt. That debt is 
enormous, but it was the price of freedom. He spoke in favour of 
getting rid of the debt quickly: so did Mr. Hoare, then came 
Professor Macgregor, who took a view less pressing of the circum- 
stances of the situation, and then came Mr. Keynes, who took what 
I think was a considerably less pressing view than even that of 
Professor Macgregor. Of course, we should all like to get rid of the 
National Debt, if only for the reasons pointed out by Mr. Hawtrey. 
But if we cannot, is that a thing which should lead us to despair 
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if we believe in the future of our people—if we believe in the 
progress which is being made in education, in the outlook of 
youth, in the rise of the democracy, and in the consequent pros- 
pect of greater production and of more industrial power? Well, 
if you see things looking very depressing just now—and the pros- 
pects of industry look very bad—just look abroad and see the 
conditions of other countries than ours. Ladies and Gentlemen, 
if you take that view I think you will tend to incline to the 
go-slow payment of the National Debt—don’t be in too great 
a hurry. If you are in a great hurry, well, you may make the 
condition of things worse for the industries to-day than they 
are at present. If you lay stress on the Capital Levy of which 
Dr. Dalton has told us, remember that it does not look likely to 
be accomplished quickly. 

You sometimes talk as though you had liquid assets, as 
though there were a balance at the bank on which you could 
draw. I think the position in particular of those who own 
land is very difficult. I am practically not a landowner at all, 
so I do not look at it with any prejudice, but I have had to do 
with the affairs of people who own land on a very large scale, 
and I can assure you it is the least liquid of all assets—to try 
to get a Capital Levy out of land is simply to inflict ruin and 
almost to drive a certain class of people from home. Well, you 
may have to do it, to take the land and credit these people with 
its value, but that won’t profit the Exchequer very much. Then, 
again, there are people whose property consists in the good-will 
of their businesses, and consequently I am a little comforted when 
Dr. Dalton says that the Capital Levy is not coming to-morrow. 
Yor the rest there is a good deal in what he laid down. Professor 
Macgregor, moreover, divided the periods into three: first the 
period in which we should allow for a Sinking Fund, then a short 
period Sinking Fund, and finally a full Sinking Fund, in which 
the amount is paid off by including compound interest. Well, 
after that, my hope is that we shall be rather better off. Any- 
body who has read the records of the post-Napoleonic wars 
period knows that this country will probably revive again. Let 
us then have courage, let us have faith, and let us put our full 
energies into developing the productive capacity of this nation. 
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In a previous paper in the Economic JourNAL on “ Individual 
and Social Interests in relation to Savings” the writer dealt 
with a state of uniform growth of wealth and population. For 
simplicity it was supposed at first that there were no individual 
savings or purchase of capital values and that a State bank 
provided all money for production and received the rental 
values of goods hired. It was further pointed out that, if 
individuals saved, in the aggregate, at a rate which always 
equalled the amount required for financing increase, as distinct 
from purely maintenance production, the result was just the 
same for the non-saver, but so far as savers were concerned, 
there would be the advantage that any individual could save and 
subsequently spend interest and capital, but the community 
would not be disturbed so long as the total of savings was 
maintained at the rate required for financing growth of wealth. 

It is now proposed to go on to some consideration of a non- 
uniform rate of growth and to make some comparison of the 
conditions under a system of private banking with the purely 
theoretical side of things which was postulated. There are, 
however, certain points on which something should be said 
before dealing with these questions. 

1. Growth of wealth has been regarded as due to corre- 
sponding growth of population. Suppose, now, it is due to the 
increasing productivity of labour, with, at first, a constant 
population. The increasing productivity may be the result of 
improving processes, or of economies of large-scale production, 
or of the conjunction of the two. 

1 The smooth state of growth depicted implied an absence of foreign trade ; 
if there were foreign trade, and the money paid out for production might be 
spent by the wage-earners in purchasing foreign goods, the maintenance of a 
uniform level of prices would be possible, of course, only if the proportion of 
money spent on foreign goods and the prices of such goods remained uniform, 
and if foreign demand for the goods of the country under consideration grew 
at the same rate as their production. Any disturbance arising out of conditions 


abroad would reflect in some degree on conditions at home. That, however, 
is not a subject included within the scope of the present or the previous paper. 
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Under actual conditions, increasing productivity does not 
affect all kinds of production alike, but we can consider the 
fundamental questions on the supposition that the improvement 
applies equally to all production, and continues at a uniform 
rate. 

We can suppose our State to pay wages on a kind of piece- 
work basis, so that as output grows all wages are increased 
pro rata and production costs as a whole remain constant. We 
can make the further supposition that demand grows uniformly. 

If, under these conditions, the rate of growth is, as before, 
r per unit of time, the rate of interest will also be r, and the 
money supply must grow at the same rate. In fact it makes 
no difference whether increased production is due to the same 
number of people producing more, or to an increased number 
of people producing each at an unchanging rate. 

It is obvious that, as regards money supply required, and 
spent, it is just the same whether growth takes place by the 
advent of an additional producer, B, producing a quantity of 
product p, and paid in proportion, or as the result of the original 
producer A producing an amount p in excess of his previous 
production, A being paid pro rata with his production, and B 
now non-existent. In each case we are assuming that the wage 
is spent in hiring current utilities. The amounts of product 
being currently produced and the amounts of money currently 
spent are the same in the two cases, and the reasoning of the 
previous paper as to the rate of interest applies equally to the 
two cases. 

2. There has been assumed hitherto to be no perspective 
discounting of the future merely as future. Under the Socialist 
régime that might be assumed to be the attitude of the State, 
but, on the other hand, it might not be. We can consider this 
factor without as yet departing from our convenient hypothesis. 

In an unchanging State, merely maintaining a uniform state 
of wealth and population, if the future were discounted at the 
rate r there would be the same relative hiring prices and the 
same relative distribution of stocks of goods in existence as 
previously in a state of growth at the rate r without perspective 
discounting. The State would obtain interest on expenditure 
for such things as houses, but, ex hypothesi, would be using the 
interest for purchase of current services of part of the population. 

It is not necessary to inquire, in this case, whence comes the 
money to pay the interest. It is assumed that the necessary 
volume of money is in existence, and it does not require to be 
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increased. There is, however, a considerable difficulty when we 
combine the conditions of a rate of growth r, and a rate of 
interest which exceeds r, by reason of the influence of discount- 
ing the future. Instead of there being an expenditure of new 
money for increased production which, being received as wages 
and spent on hiring current utilities, kept up a price-level result- 
ing in interest at rate r, there is now a direct expenditure of 
interest on current utilities, which should make the hiring price- 
level greater than it would be if interest were only at the rate r. 

We may suppose a rate of growth r,, the financing of which 
tends to produce a rate of interest equal to 7,, and if the mar- 
ginal rate of discounting the future does not exceed 7,, there does 
not appear to be any reason why the rate of interest should 
be any greater. The State can get the rate which makes up 
for this discounting. 

When we are considering a régime of individual saving, 
however, the position is likely to be different. In considering 
whether to save and invest £100 a man is not influenced solely, 
or even mainly, by purely perspective discounting of the future 
merely because it is the future. If his income is otherwise 
uniform, £100 subtracted from this year’s expenditure is not 
adequately compensated by £100 added to next year’s expendi- 
ture, owing to the diminishing marginal utility of income. This 
is not properly to be called purely perspective discounting of 
the future. It is a perfectly rational thought and has nothing 
to do with the weak-mindedness of Esau. 

The individual may regard the future as neither more nor 
less important, per se, than the present. This influence of 
diminishing marginal utility, however, is the predominant factor 
in influencing the supply side of saving, and for want of a better 
phrase may be called discounting of the future. 

Where saving is dependent on individual effort, the amount 
of it is necessarily limited by this factor and a rate of interest 
may be required which exceeds the rate of growth of wealth, and 
especially is this the case if wealth is not very evenly distributed. 

Suppose the rate of growth of wealth to be r,, but the rate 
of interest has to be at a higher rate, r,, to call forth the necessary 
degree of saving in an individualist régime, and r, is greater 
than 7. 

It is not easy to prove conclusively how capital and hiring 
values would be affected, but a useful line of approach is as follows. 


1 This factor might also be present in a Socialist régime, but we are more 
familiar with it in connection with individual saving. 
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Compare two States, S, and 8,, similar in all respects, and 
both growing uniformly at the rate r,, but not in any economic 
communication with one another. In §,, however, there is (for 
purely psychological reasons, perhaps) no discounting of the 
future which raises the rate of interest above 7,. In §,, on the 
other hand, the interest rate is raised to 7,. 

The two States have both been growing in population at the 
same rate, 7,, are equally industrious and produce the same 
products, but not in the same relative proportions. Statistically 
their aggregates of wealth existing at any given time may, 
therefore, be equal, provided that everything is included. We 
can make the assumption, therefore, that this is the case, and 
consider what, on that assumption, would be the comparative 
position in other respects. 

Call the total of various products existing, at the selected 
time, in §,, P,, P., etc., and in 8,, P,’, P,’, etc. Taking, as in 
the previous paper, a unit of each product as that which has 
unit value, the aggregates of capital wealth are P, + P, + Ps, 
etc., and P,’ + P,’ + P,’, etc., and the quantities of money in 
the two States are such that their totals are the same. In §, 
there is spent, on current hiring of goods, only the total of wages 
currently spent in production, and this is also equal to the total 
of interest, at rate 7, on existing capital. 

If we now assume that in 8, there is the same amount of 
money spent on wages for production as in §,, that is equal 
to the aggregate of interest at the rate r, on the existing capital 
values in S, as well as in §,. If that amount were saved (by 
the State or by individuals) it would enable the system to go on 
without either excessive or deficient creation of money to 
maintain a uniform price-level. 

There also is earned, however, interest on existing capital 
in excess of the rate r,, i.e. the difference between the rate r, 
and the rate r,. If this excess is not saved, but applied directly 
to purchase of current utilities, then the aggregate of money 
being so applied, this interest and current wages together, equal 
a rate r, on the total of existing capital in 8,. 

This gives a level of prices of current utilities such as would 
exist if the current rate of growth were r,, and would, in accord- 
ance with the argument of the previous paper, yield a rate of 
interest r, on money spent in production, and this is the rate 
of interest which is required by the initial hypothesis. 

The assumption, therefore, that with aggregate capital values 
equal in §, and in §,, the amount of money paid out as wages in 
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S, is the same as in S, and equal to interest at rate r, on existing 
capital values, works out consistently. In order to make any 
comparison between S, and S, we have to make an assumption 
somewhere as to relative volumes of money, or relative prices, 
and the simplest thing is to assume money supplies such that 
the aggregate of capital values is the same in the two States. 
Starting with that, the only further supposition which will give 
consistent results is that the wages paid out are the same and 
equal to a rate 7, on existing capital values and that the excess 
of interest is spent in S,. 

We have not, however, really succeeded in constructing a 
hypothetical State in which there will be smooth and uniform 
growth of wealth at the rate r, consistently with a rate of interest 
rz. If the growth of money is only equal to a rate of interest 7, 
on the existing capital values, it will not enable the higher rate 
r, to go on being paid on the increasing capital. We can suppose, 
at the starting-point, sufficient money in existence to be con- 
sistent with a price-level which yields this rate of interest, but 
when capital and population and wages are doubled, the flow 
of money income will not have been doubled unless some means 
of increasing it exists in addition to the creation of money 
required for paying wages for the increase of production. The 
State bank régime might solve that problem if it were desired, 
but a system of private banking cannot go on systematically, 
and with smoothness, advancing credit in excess of the normal 
rate of saving, which we have supposed equal to a rate 7, on 
existing capital values. 

The writer is unable to see how any theoretically smooth 
system of growth can be devised which would be consistent 
with a continual rate of interest in excess of the rate of growth 
of wealth. The case appears to fall under that of non-uniform 
growth, to be discussed later. 

3. We were supposing that the State bank simply paid wages 
and salaries to producers, but that is not at all essential. We 
can quite easily suppose that production is carried on by entre- 
preneurs who simply obtain loans from the State bank. So 
long as the entrepreneurs’ profits are income, which they can 
only spend on the hire of current utilities, the position is essen- 
tially the same as if they were paid salaries as managers of 
production, only the State bank would be continually making 
loans, analogous to loans of private banks, and being repaid. 

The ownership of wealth would be, in effect, in the hands 
of the State bank under these conditions; it would be the con- 
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verse case to that in which individuals, by saving and depositing 
in the State bank, acquired a mortgage equal to the whole value 
of wealth existing, the nominal ownership only being in the hands 
of the bank. On the present hypothesis the entrepreneurs would 
nominally be the owners of wealth, but the State bank would 
have a mortgage equal to the value, excepting for a margin 
representing the profits necessary to attract a sufficient number 
of competent persons. These profits would be income, and 
spent as such, and would differ in individual cases according 
to the ability and luck of the individuals, just as fixed salaries 
for management might differ. A builder might borrow £10,000 
and erect buildings which would let at a rental of, say, £800, 
out of which repairs must be provided for. He may make a 
profit out of the transaction, but the real capitalist is the State 
bank, which is entitled to the repayment. 

Such repayment would be made over a long period of time, 
as the rents were received, but if we regard the builder as con- 
tinually in business, this business growing at the same rate as 
wealth and population in general, he would, at any moment, 
be making new loans and repaying old ones with interest, and 
the two things would equate, so that the loans might be regarded 
as a succession of loans of brief duration, continually repaid with 
compound interest and continually renewed. In practice, no 
doubt, there would be some convenient interval for reckoning, 
such as six months, and the amounts of new loans for any one 
individual would not always exactly equal what he was due, 
at the moment, to repay. 

This approaches nearer to actual conditions, and a further 
approach is made if we suppose that there is a gold standard, 
but that a large proportion of payments are made by cheque. 
The State bank then gives the entrepreneurs credits, like an 
ordinary bank, and the entrepreneurs have current accounts, 
for convenience merely but without interest allowed. These 
deposits are, to the bank, liabilities, offset by a corresponding 
entry on the assets side. 

The fact that every loan involves an entry on the liability 
side of the account is not in the least incompatible with the 
fact that the value of capital owned by the State bank increases 
pari passu with these extensions of credit. So long as there 
are no individual savings, the State bank maintains the virtual 
ownership of all wealth. It is simply the absence of individual 
saving which is the condition necessary for this result. 

4. We have to ask whether the conditions are very different if 
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we have a system of private banks. Could they, in the absence 
of saving, and consistently with a gold standard, simply replace 
our hypothetical State bank, and maintain the growth of wealth, 
themselves becoming the virtual owners of all new wealth as it 
was produced? ‘Theoretically they could do so, not only when 
credit is extended by book entries, without very much use of 
actual gold, but even if payments are all in gold and the mining 
of gold is carried on by men who are not dependent on the banks 
for credit. This is possible, however, only on the assumption, 
which is rather inconsistent with a régime of private banking, 
and individualism generally, that individuals do not or cannot 
do any saving themselves. 

5. The questions arising are more complex, however, if we ask 
what happens when there is individual saving, but not to an 
extent which would suffice to finance a uniform rate of growth 
of wealth, and if one also ask what happens if growth is not 
uniform—e.g. if it is accelerated. 

These two questions are not quite so separable from one 
another as might at first sight appear, but it is convenient to 
deal with the last-mentioned question first, namely, the effect 
of an acceleration of the rate of growth. In view of what has 
been said above, it is hoped that the reader will not think it 
useless to discuss the question under the hypothesis of a mono- 
polistic State bank, which has some advantages from the point 
of view of simplicity of conditions. 

Suppose that, under the Socialistic régime, with no individual 
savings, it was desired to increase the rate of growth, which had 
previously been at the uniform rate r. 

On the principle of taking the simplest case first, we are not 
at present to assume that some new invention has rendered 
this possible by merely getting more results from a given amount 
of labour. We can suppose that there has been an acceleration 
in the growth of population, or an influx of immigrants. 

An increase in the current rate of production is then simple 
enough, and if the level of money wages is not to be altered, the 
necessary increase of money to be paid out as wages is provided by 
the State bank. This will necessarily alter the level of prices, how- 
ever, both the average level and the distribution of relative prices. 

Suppose, in the first place, that the increased labour supply 
is distributed uniformly over all kinds of production, increasing 
current production by the same percentage everywhere. The 
periods required for production of different classes of goods 
are different, and for that reason alone the supply in the market, 














PERE IES 





1925] SAVING AND THE MONETARY SYSTEM 373 
available for hiring, will very soon be greater in the case of goods 
whose supply is quickly capable of increase, than in the case of 
those of which the production period is longer. 

In a still greater degree, however, the difference in relative 
durability of the product must give rise to alteration of prices. 
Take buildings, for instance. In consequence of their durability 
in use the stock in existence at any moment is very much larger 
than a year’s output of new buildings; the reverse is the case 
with coal. Add the same percentage increase to the rate of 
current production of each, and you do not get anything like 
the same percentage increase in the total supply of houses and 
of coal, respectively, ready for use. 

Moreover, in the case of houses, if an extra million pounds 
be spent in a year in adding to the number of the houses ready 
for use within the year, or in less time, that money is not, on our 
supposition, spent by the wage-earners in buying houses, but 
only in hiring them, and it is not until the total stock has 
increased by an amount which would represent a Jetting value 
of a million pounds per annum at the original rents, that a 
position would be reached in which the demand would stabilise 
rental value at the original figure—and even so it is on the 
supposition that, from this new level of stocks of houses and 
corresponding increase of everything else, the accelerated rate 
of growth continues now to be maintained and becomes a new 
uniform rate of growth. If, once this new level of stocks has 
been reached, the rate of growth is to fall back to the original 
rate, there will be a retardation of the rate of growth and a 
reversal of the price-movements. That, however, we are not 
going into just here. The point is that an acceleration of the 
rate of growth must, for a substantial time, involve both an 
increase of average prices and a disturbance of general prices, 
if uniform rates of money wages are paid all the time. It is 
not difficult to infer that a retardation must result in falling 
prices and a disturbance of relative prices, but the latter differing 
in kind from the effect of an acceleration. 

During an acceleration, prices of relatively durable goods, 
or of goods with a relatively long period of production, must 
be raised more than those with the opposite characteristics. 
For brevity, in future, we may refer to both the long-period 
production goods and the durable goods together as simply 
‘* durable goods,’’! since for most purposes which we have under 


1 It may be objected that there is no clear distinction between the pro- 
duction of durable and of non-durable goods—that coal, for instance, requires 











374 THE ECONOMIC JOURNAL [SEPT. 


discussion at present there is no important difference between 
the two. In both cases there is simply a delay between per- 
forming the labour of production and obtaining the whole of the 
resulting utility. 

The point that there can hardly fail to be, during the period 
of acceleration of growth, an increase of average prices, provided 
that uniform wages are paid, requires, perhaps, to be emphasised, 
especially as there is now much discussion of the possibility of 
stabilising the level of prices. It is not difficult to understand 
that in so far as time is required to get things produced, accelerated 
production may lead to temporary increase of price-level if 
extra wages are paid to producers who spend them before the 
goods are on the market. It seems to be assumed, however, 
very commonly, that once the increased supplies of goods are 
marketed, prices fall back to the previous level, and the period 
of production is not, on the whole, very long. Regard must 
also be had, however, for the considerable class of goods which, 
when produced, are durable and of which the stock is large in 
relation to annual production. 

It may be objected that this argument is dependent on the 
supposition of no private saving and State bank financing of 
industry. The State bank does all the saving, by saving the 
interest on money spent on production, and it obtains this 
interest only through the level of prices. It cannot, therefore, 
accelerate its savings until first of all, through increase of prices, 
it has got more interest to save. 

The situation is not, practically, however, so very different 





for its production shafts and galleries and machinery which both take a con- 
siderable time to produce and last a long time, and a permanent increase in the 
output of coal would involve a corresponding increase in the supply of the 
comparatively durable capital goods. 

That is true, of course, not only of coal, but of almost everything, including 
personal services, such as those of actors, teachers, domestic servants, whose 
services are connected with the supply of theatres, schools and dwelling-houses. 

It is always possible, however, to increase, at any rate temporarily, the 
immediate output of coal, acting, teaching and domestic service without a corre- 
sponding immediate increase of fixed capital in proportion, and further there 
are differences of degree in which the supplies of things and services are asso- 
ciated with durable capital goods. It seems quite permissible, therefore, to 
make a broad distinction between the increase of production which gives its 
full or substantially full result quickly and production which does not give 
its full result quickly. 

In any event it is to be observed that the following argument as to disturb- 
ance of general prices is not dependent on the supposition that there are differ- 
ences between classes of goods in respect of period of production and durability. 
That supposition only bears on the argument that there would be alteration of 
relative prices. 
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under a system of private saving. Suppose that the normal 
rate of growth has been financed by savings, but an accelerated 
rate of growth is started as before, by first of all an advancing 
of money to additional producers as wages. There is an addition 
to total money income, and if the same percentage of income 
is saved, there is an immediate increase of saving, an acceleration 
of saving, one might say. That does not suffice, however, to 
prevent an increase of prices. The simplest way to illustrate 
the point is to take the case of time required for production, 
and for the moment to disregard the question of durability of 
goods when produced. 

If we take two successive periods of time, within which 
accelerated growth of production is going on, but no product 
available for consumption is yet obtained from the additional 
effort, the position may be represented as follows. 


Income. Saving. Spending. 
80 


Time 1 * : : P : : 100 20 
. fifnormal growth . : ; 105 21 84 
‘Time 2 if accelerated growth ; ; 110 22 88 


Products actually available for use have increased in the 
interval only from 80 to 84, because, if uniform growth had con- 
tinued, products immediately available would have increased 
just as fast as spending, and this amount of increase of available 
utilities does occur, but spending has increased to 88. If noincrease 
of prices is to occur, saving would have to increase to the extent 
of the whole increment ! of money spent in production, and as 
goods come on the market saving would have gradually to 
diminish from the abnormal rate at first necessary. 

Before considering further, however, conditions approxi- 
mating to those actually existing, let us ask first what would 
be the effect, under the Socialist régime, if the additional pro- 
ductive power were not distributed evenly over all kinds of 
production, but were concentrated in a special degree on the more 
durable class of goods, as it should be if the disturbance of 
relative prices is to be minimised. To accelerate the growth of 
the total supply in existence of houses would require a much 
greater increase of current production than would be required 
to accelerate, in the same degree, the supply of many other 
classes of goods. At best, however, the total stock of houses 
in existence could not be made to increase at the accelerated 
rate at once, but the lag could be diminished by concentrating 


1 That is to say, the increment which is due to the increase of the rate of 
growth over and above the previous uniform rate. Total saving must at each 
moment continue to equal total of money applied to finance growth of production. 
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labour for a time on production of houses and similar durable 
goods in a special degree. 

The disturbance of relative prices would not be so great 
as before and would not last so long, but the increase of general 
prices would be greater whilst it lasted, since there would be a 
less rapid rate of increase of the less durable goods and a larger 
proportion of people being paid wages (and spending them on 
currently available utilities), whilst not producing a corresponding 
immediate increase of such utilities. There would be no avoid- 
ance of a disturbance of price-level by this means. 

The most frequently occurring case of acceleration of pro- 
duction is the bringing into full activity of the unemployed or 
partially unemployed during a revival of trade activity following 
a depression. The argument that an increase of average prices 
is practically inevitable would seem to apply, even apart from 
any increases in the current time rates of wages, or the setting 
up of those self-perpetuating cycles of speculation which, as is 
well recognised, tend to exaggerate any rise of prices which 
has once set in. 

Let us consider now how prices would be affected under 
the Socialist régime in the case of an acceleration of growth not 
due to an addition to population, but rendered possible by 
improvement in the methods of production, so that the popula- 
tion, growing at the normal rate, can increase their average 
output. 

If the uniform rate of money wages continued to be paid, 
there would be, of course, a progressive decline of average prices 
as improved methods took effect. Superimposed upon this 
general movement, however, there would be a fluctuation arising 
out of any change in the rate of growth supposed to be occurring 
at any particular time, even if one assume that the improve- 
ment of production applies equally to all kinds of production. 

If wages were paid, however, in proportion to current output, 
the effect of an acceleration of growth on prices would be just 
the same as in the previous case of accelerated growth of 
population. 

In pursuing any deliberate policy of maintaining uniformity 
of price-level, disturbance of prices arising out of variations in 
the rate of growth of wealth has to be distinguished from dis- 
turbance due to inflation of money pure and simple. In theory 
there is the distinction, but in practice any distinction would 
not be so easily made. In a sense one might say that there is 
no distinction. If more money is being paid out to increase 
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production of buildings, etc., and the spending of it before the 
full result is ready raises prices of commodities in general, there 
is, in a sense, money inflation, but there is an important differ- 
ence between that and the further inflation which is liable to 
follow as a result of speculative anticipation, with the self- 
perpetuating vicious circles which are now well recognised. Any 
scheme for controlling price fluctuations must endeavour to 
avoid stopping those fluctuations which are inevitably associated 
with acceleration of growth. 

This discrimination is seen, however, to be a difficult thing 
if we have regard to actual conditions of private property and 
banking. The theoretical State bank could disregard any failure 
of private savings to keep pace with the needs for financing 
growth of wealth and could itself become the owner of increasing 
wealth in so far as individuals failed consciously to save. The 
State, in fact, imposes the necessary rate of saving through an 
enhanced level of prices for a given level of money wages. With 
a system of private banking something of the same kind can 
happen, but not quite in the same way. A number of separate 
banks (especially when we have regard to the fact that there is 
foreign trade, and they are only part of a world system) cannot 
take the risk of lending money for production of durable goods 
for any length of time, unless they can rely upon individual 
savers relieving them of such loans by buying up the buildings 
or mortgages or shares in companies, etc. 

Growth, however, is not, in fact, limited to the rather slow 
rate which would be permitted if it depended entirely on what 
we may call ordinary savings out of ordinary earned income, 
or out of income from savings previously made out of such 
income. If we try to imagine the theoretical perfectly uniform 
level of prices lasting for a long time, and no great new inventions, 
it seems difficult to suppose that the rate of saving would suffice 
for any such rapid rate of growth of wealth as has, in fact, been 
experienced in progressive modern communities.! 

What actually happens is that there are spurts of rapid 
growth, with extension of credit beyond the current rate of 
saving, and rising prices, which enable clever and fortunate men 
to make much more considerable gains than they would be able 
to do if prices were uniform, and they save a large part of such 
gains, and in that roundabout way the aggregate of savings is 
made sufficiently great, taking the period of the boom and the 


1 For the United States the rate of growth since 1875 has been estimated 
as about 34 per cent. perannum. American Economic Review, Dec. 1924, p. 702. 
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depression together. It was not purely by normal savings that 
the rapid growth of wealth in England and America during the 
nineteenth century, in Germany from 1870 to 1914 was financed, 
but largely by extension of bank credit in excess, for the time 
being, of normal saving, resulting in periodical inflations. If 
the level of prices is to be kept much steadier, and if, in addition, 
there is to continue a high rate of super-tax and of death duties, 
there is real danger that the rate of growth of wealth might 
become very slow unless some other way of providing for it can 
be found. 

This is the most important practical consideration to which 
the discussion leads. The “ capitalist system ’”’ has imposed a 
fairly rapid rate of growth in developed communities, but 
through a high degree of inequality in the distribution of wealth, 
and by a financial system which tends to prevent the destruction 
of that inequality, by way of periodical inflationary periods. 
There is now a strong attack on the inequality of distribution 
through the system of taxation and much discussion, at least, 
of methods of checking the monetary fluctuations. The question 
how growth is to be maintained at a good rate requires also to 
be tackled, and, be it remembered, so far as this country is 
concerned, the growth of the outside territories, from which so 
large a part of our supplies is obtained, is included in the problem, 
because hitherto their growth has mainly been dependent on the 
supply of British capital. If the community determines not to 
allow the accustomed rate of growth to be forced upon it in 
the old way, or not to the extent which prevailed until recently, 
it has to be seriously considered whether there is any really 
practicable alternative other than a substantial slowing down of 


the rate of growth of wealth. 
C. F, BIcKERDIKE 








— «f+ TD 42 LI © 4A co 


ad te A oie Gf lCOUftloet 


a aa 


925 


hat 
the 
ed, 
me 

If 
on, 
es, 
tht 
an 











THE PLURALITY OF INDEX-NUMBERS 


In the light of recent writings about index-numbers I propose 
to reconsider an old question, namely, whether the formule 
which purport to indicate change in the value of money are all of 
one type, or admit of diversities adapted to different purposes. 
The inquiry follows an antique method which Sidgwick regards 
as appropriate to economics, search for definitions.1_ It is under- 
stood that in the words of Whewell, approved by Mill, “ there is a 
tacit assumption of some proposition which is to be expressed by 
means of a definition and which gives it its importance.”’ * 

I propose to define an * index-number as a number adapted 
by its variations to indicate the increase or decrease of a magnitude 
not susceptible of accurate measurement. This generic definition 
appears to be in accord with the conceptions of high authorities.‘ 
Not many agree with Mr. Correa Walsh when he conceives 
exchange-value as a magnitude which is to be measured by an 
index-number with as much and the same kind of precision as 
length by a yard-stick.® 

There is more difference of opinion about the species into which 
index-numbers relating to prices are to be divided. I attempt 
to indicate the validity of three conceptions which have not 
obtained general recognition. 


1 Political Economy, Book I. ch. ii. § 1. 

2 Mill, Logic, Book IV. ch. iv. § 4. 

3 An index-number “ proper,” as we may say in contradistinction to the sense 
in which the term is sometimes used by high authorities to denote a mere ratio 
between two given quantities. 

* According to Bowley, “‘ Index-numbers are used to measure the change in 
some quantity which we cannot observe directly, which we know to have a definite 
influence on many other quantities which we can so observe tending to increase 
all or diminish all”? (Elements of Statistics, Part I. ch. ix.). So Keynes distin- 
guishes the case in which “ we seek to build up an index-number of a conception, 
which is quantitative but is not itself numerically measurable in any defined or 
unambiguous sense, by combining a number of numerical quantities which, while 
they do not measure our quesitum, are nevertheless indications of its quantitative 
variations and tend to fluctuate in the same sense (Probability, p. 213, par. 2. 
Cp., tbid., par. 3). 

5 The Problem of Estimation (1921), pp. 112, 117; ep. Measure of General 
Exchange Values, p. 9 et passim. 
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A.—Index-numbers representing Welfare 


Many, perhaps most, index-numbers are rightly conceived 
as involving quantities no less objective than the matter of the 
classical economics. So Irving Fisher seeks a “‘ measure of 
objective purchasing power,” ! and finds it in his celebrated 
equation of exchange.? Objective too is Professor Gini’s treat- 
ment of the problem ® as an instance of “elimination” of the 
kind which is effected by the device of a “‘ standard population ”’ 
designed to abstract the influence of particular age-distributions 
on the rate of mortality. These conceptions, respectively akin 
to Professor Foxwell’s ‘‘ currency standard ” and Giffen’s investi- 
gation of “changes in the value of Foreign Trade,” 4 are to be 
distinguished from the index-numbers which purport to indicate 
the “ cost of living ” with the view of securing to consumers a 
constant value in use.> We may indeed construct a “ cargo ” 
of goods definite in quantity and quality,® the varying values of 
which from time to time shall constitute a series of index-numbers. 
But even in starting with such a cargo we are no longer on the 
terra firma of perfectly objective quantity. For in the selection 
of the assortment forming the cargo there must be some regard 
to utility. At any rate, to continue the metaphor, when we have 
put out to sea, the composition of the cargo suffering a sea-change, 
we have to abandon the primd facie exact method of comparing 
prices and to substitute the more indefinite procedure of com- 
paring amounts of satisfaction.? So Professor Bowley, with 
reference to a period in which there had occurred considerable 
changes in the prices and quantities of commodities, would com- 
pare the “ satisfaction ” obtainable from different combinations 
of commodities at given prices. To measure the change of “ that 
vague entity the cost of living,” the opinion of representative 
house-wives would be preferable to the formule of mathematical 
statistics. Professor Gini too admits that there is a “‘ pouvoir 

1 Purchasing Power of Money, p. 221. 

2 Ibid., p.196 and context. Cp. Making of Index-numbers et passim. 

3 Construction des nombres indices des prix, Metron, Vol. IV. v. 1 (1924), p. 25 


et seq. 
4 As exhibited by the present writer in the Memoranda republished in his 


Collected Papers (1925), pp. 261-3 and p. 264 seq. 5 Ibid., p. 208 seq. 
6 Irving “isher, Amer. Stat. Assoc. Journal, 1923. 
7 The .» ,osition is taken almost verbatim from Sidgwick, who is quoted 


more fully i». the Economic Journal, Vol. XX XIII. (1923), p. 344. 

8 Tbid., where the reference to Bowley should be: ‘‘ Journal of the Statistical 
Society, 1919, Vol. LXXXII. p. 351,” not as now printed in the Economic 
JouRNAL. With reference to the statement in the text about Professor Bowley’s 
views, see also his article on the ‘“‘ Cost of Living’’ in the Economic JOURNAL, 
Vol. XXX. (1920), p. 117. 
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économique d’achat de la monnaie,”’ corresponding to “les 
satisfactions ou le bien-étre qu’une unité monétaire peut procurer,”’ 
which, except in the simpler cases, does not lend itself to the 
objective method of elimination. When the economic purchasing 
power at the present time is compared with what it was in a 
remote age we must be content, he thinks, with a very rudimentary 
index-number.! As an instructive example of such a comparison 
I subjoin an extract from the earliest treatise on index-numbers 
and one of the best, as Bishop Fleetwood’s Chronicon Preciosum 
may be described. It will be recollected that an unusually 
scrupulous Fellow of All Souls had asked the Bishop whether, 
although possessed of an estate of £6 per annum, he could con- 
scientiously swear to observe the statutes of his college according 
to which a Fellowship was to be vacated if the Fellow had an 
estate of £5 per annum. Fleetwood justly decides that “the 
Founder intended the same ease and favour to those who should 
live in his college 260 years after his decease, as to those who 
lived in his own time.”? Fleetwood not only compares the prices 
of bread, drink, meat, cloth, books, even degrees, at the respective 
periods; but he also derives a more general measure of economic 
welfare from stipends, salaries, wages,etc. Whereas the Founder 
as Archbishop of Canterbury had confirmed certain regulations 
strictly limiting the stipend of parish priests and other clerks, 
Fleetwood argues: ‘‘ You may therefore very reasonably conclude 
that about that time [1439] asingle man might live decently and 
cleanly, with good management, with VI £ per an., because it is 
not to be presumed that an Archbishop, at the head of his Clergy 
and at their request too, should decree such an allowance as would 
not keep them (if virtuous men and sober) decently and cleanly.”’ * 
The requirements of a celibate clergyman seem, indeed, to form a 
pretty constant unit of welfare considered as including not only 
material satisfaction but respectability. Fleetwood was aware 
that such a unit could not be fixed with the precision of a com- 
mercial account: “ altho’ a Pound in Henry VI’s time might be 
worth 5 or more in our own [Queen Anne’s] times, yet it was not 
worth 20 or 30.” Greater precision is no doubt attainable in 
modern times by means of our more accurate statistics. But it 
must not be forgotten that index-numbers for cost of living based 


1 Loc. cit., p. 144. Cp. p. 20. 2 Op. cit., p. 9. 3 Op. cit., p. 113. 

4 On the use of statistics with reference to psychical quantity some remarks 
are offered in a Paper closely related to the present article, and published almost 
contemporaneously in the Journal of the Royal Statistical Society Vol. LXXXVII, 
(July, 1925). 
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on the principles explained by Sidgwick and Bowley have not 
the objective character of nautical tables or reports of yesterday’s 
weather. Though compiled officially and by authority used to 
regulate wages or other payments, such index-numbers should 
claim only that kind of assent and compliance which is due to 
rules of taxation which, once regarded as objective, are now, as 
Sir Josiah Stamp observes, “‘ becoming subjective.” The sort of 
petpntixyn to which I call attention is well illustrated by the 
following extract from Marshall’s Principles. ‘If there are 
a thousand persons living in Sheffield and another thousand in 
Leeds, each with about £100 a year, and a tax of £1 is levied on all 
of them, we may be sure that the loss of pleasure or other injury 
which the tax will cause in Sheffield is of about equal importance 
with that which it will cause in Leeds.” 2 

Marshall’s postulate of a homogeneous population would 
not commonly be fulfilled by cases for which the maker of index- 
numbers has to prescribe. In this respect we are at a disadvan- 
tage similar to that which attends the use of Consumers’ Surplus 
with reference to a community in which wealth is unequally 
distributed. Our calculation is indeed even more imperfect than 
that of Consumers’ Surplus ; just because it relates not to surplus, 
but to that which is the antithesis of surplus, value-in-exchange. 
In this respect the construction of an index-number representing 
welfare is on a par with the measurement of national income by 
the summation of money values. Income, as Professor Irving 
Fisher well teaches,* is in the last analysis a stream of conscious- 
ness, a stream of satisfactions, of which the counterpart is a 
stream of services impinging on the senses. But, to amplify 
the metaphor, it is only the superficial extent of the subjective 
stream, only marginal utility which is represented by a monetary 
index; the depth consisting of surplus other than marginal 
utility is not adequately represented by value-in-exchange. The 
real national income, or that portion of it which attends the 
expenditure of an assigned amount of money, might vary without 
any variation in our index-number. We have only an index, 
not a measure, of economic welfare. 

1 The Principles of Taxation, p. 17. The modern practice dates from Mill’s 
doctrine of ‘“‘ sacrifice ’”’—‘‘ human wants and feelings’’—as the criterion of 
taxation; Pol. Econ. Bk. V. ch. ii. 

2 Cited by the present writer in his Collected Papers, Vol. III. p. 66. 

3 Nature of Capital and Income, p. 168, p. 326 et passim. Cp. The Rate of 
Interest (p. 90): ‘‘ Income ultimately consists of the stream of consciousness. 
Or if we prefer to stop just short of this subjective income we may say that income 


consists of the objective services which impinge upon our persons and are on the 
point of producing the subjective effect of consciousness.” 
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B. Unweighted Index-Numbers 


The popular term “unweighted” is here used to signify 
weighted on some other ground than the total value, the amount 
of a commodity used multiplied by its price. The term may 
include weighting according to “‘ precision ” in the sense in which 
that term is attributed to errors of observation; a sense in which 
the price of pepper might deserve more weight than that of 
cotton, as M. Lucien March has the courage to maintain.1_ Another 
kind of weighting suggested by Professor Gini, according to the 
stability of the utility afforded by a commodity,? would also 
theoretically be admissible. The unweighted (like the weighted) 
index-number has two sides, objective and subjective. Both 
presuppose a fairly uniform change in the price of commodities, 
a sporadic distribution of price-relatives about their mean.® 
With the aid of this fundamental datum—which we will label (a) 
—may be inferred either (@) some particular objective cause, or (vy) 
a change in the amount of money that on average corresponds 
to a unit of satisfaction or “ genuss-einheit.” 4 

In either of these aspects the unweighted index-number 
seems to be out of favour with statisticians at present. One 
high authority, Professor Allyn Young, describes it as a “ fictitious 
mean,” likening it to the figure which would be obtained by 
averaging the proportions of the gainfully employed in the 
different American States.° So Professor Gini objects that we 
might as well speak of an average rate of mortality at different 
ages. But there occurs this difference, that through the action 
of supply and demand in a régime of competition prices in different 
spheres of industry, when affected by a common monetary cause 
(e.g. augmentation or withdrawal of paper-money), tend to go up 
or down together. Whereas, if there occurs a change in the rate 
of mortality at one age there is not a like tendency for that change 
to become general—persons of a different age will not in view of 
that change become more willing to accelerate, or able to retard, 
their own decease. 

Professor Gini’s objections appear to be specially directed 


1 Metron, Vol. I. ix. (1921), pp. 81, 89. Cp. Edgeworth’s Collected Papers, 
pp. 236, 244, 247, 287. 

2 Loc. cit., p. 143. 

8 Cp. Collected Papers, pp. 196, 233, 287; and Economic JouRNAL, Vol. 
XXXITI. (1923), p. 346. 

4 Cp. Collected Papers, Vol. I. p. 210. 

5 Quarterly Journal of Economics, Vol. XXXYV. (1921), p. 563. Cp. p. 557. 

® Loc. cit., p. 58. 
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against the subjective side of the unweighted index-number.! 
But we are concerned to show that they are not fatal to either 
species. Part of his argument turns on statistical technicalities, 
the correlation of price relatives, the degree in which their distri- 
bution corresponds to the normal law of error. These objections 
are considered in the companion to the present article which 
appears in the Journal of the Statistical Society.2 Suffice to it 
repeat here that the objection might equally be urged against 
an argument which is considered a perfect type of statistical 
induction : * the discovery of the diurnal variation in the height 
of the barometer which Laplace obtained by comparing the 
average height of the mercury at different hours of the day. There 
is certainly much correlation between meteorological observations 
on successive days in our climate; and the observations on which 
Laplace based his reasoning were very far from being normally 
distributed. In this instance then the statistical condition 
forming our fundamental presupposition (a) is fulfilled. But 
when we go on to inferences it must be admitted that scruples 
such as those which Professor Gini has expressed are legitimate. 
For, as Mr. Keynes has insisted, statistical induction stands in 
need of some finite, however small, probability derived from some 
source other than the observations themselves, some a priori 
presumption.4 An adequate a priori probability is found by 
Laplace in the variation of the solar heat with the time of day.® 
So with reference to a series of barometrical observations designed 
to evidence the existence of atmospheric tides he appeals to the 
known attractive forces of the sun and moon.® But in the case 
before us it may often be questioned whether the requisite a priori 
probability is present. Let us look at some particular cases. 
Suppose with Mill that everyone in the community were to 
awake one morning with the money in their possession increased 
in a certain ratio.’ It can hardly be doubted, it was not doubted 
by Mill or Hume, that there would tend to be a general rise of 
prices. Coming nearer to reality, suppose that Jevons had carried 
his proposal to reduce the value of the sovereign by 2d. (for the 
sake of international parity), but had failed to carry his supple- 
mentary plan of masking the change by means of a seignorage.® 


1 Loc. cit., p. 16 et seq. 2 Vol. LXXXVII. (July, 1925). 
3 Cited by Mill, Logic, Book IIT. ch. xvii. § 4. 

4 Probability, pp. 238, 295, 300 et passim. 

5 Théorie analytique des Probabilités, Book V. ch. v. 

6 Mécanique Céleste, IV. v. § 44. 

7 Political Economy, Book III. ch. viii. § 2. 

8 Investigations in Currency and Finance, p. 246. 
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The action of competition would surely have brought about a 
slight rise in prices not necessarily to the amount of 2d. in the £, 
but still an ascertainable ! and general rise of prices on average. 
A more concrete instance is afforded by a change in the rate of 
interest diffused over the prices of securities. Mr. Edwin Frickey 
very properly prescribes an unweighted index-number as suitable 
for this case.2_ As a case more.nearly on the line may be recalled 
the argument of the Bimetallists, well put by Mr. L. L. Price,® 
who, writing in 1896, finds it “impossible to doubt the existence 
of a causal connection between the recent fall of prices and the 
monetary changes of the last twenty years.” 

So far of an objective cause, with reference to our head (8). On 
the subjective side (vy) I am not concerned to parry all Professor 
Gini’s thrusts. The fulfilment of our condition (a) may not 
always, over long periods or after violent changes, justify the 
proposition that there is a fairly uniform change in the marginal 
utility of money. I am almost content with our author’s 
admission: ‘“‘ Dans des conditions normales et d’équilibre on 
peut admettre, que, entre des courts intervalles, le nombre indice 
de l’utilité économique demeure constant.”’ 4 

The general reluctance to admit the unweighted index- 
number is probably in large measure due to a prepossession, from 
which Professor Gini is honourably free, that there can be only 
one kind of index-number. As M. Lucien March well says: 
“il semble que la préoccupation de réaliser une indice unique 
capable de satisfaire toutes les exigences ait souvent obscurci 
les conclusions.5 Diverse methods of averaging price-variations 
are admissible; even as in that sphere where the theory of 
averages is most perfectly fulfilled, the molecular chaos, several 
kinds of average are possible and useful. Average energy corre- 
sponding to temperature and other physical magnitudes is no 
doubt the most important conception, yet the average velocity 
of molecules is not to be ignored. The average velocity of those 
corpuscles which, agitated by molecules, exhibit the so-called 
Brownian movements is not only of great physical importance,® 


1 This is well expressed by M. Lucien March in his masterly defence of the 
unweighted index-number, loc. cit. 

2 Review of Economic Statistics, August 1921, p. 273. ‘“‘ If the stocks were to 
be weighted at all they should have been weighted according to their values as 
indicators of general speculative conditions.” 

3 In his Money and its Relation to Prices. The argument is considered by the 
present writer in a review republished in Collected Papers, p. 72. 

4 Gini, loc. cit., p. 139. 5 Loc. cit., p. 64. 

6 The predicted “‘ average velocity ’ of the Brownian movements provides 
‘* visual demonstration of the reality of the heat-motion postulated by the kinetic 
theory.” Jeans, article on ‘‘ Molecule,” Encyclopedia Britannica. 
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but is also of peculiar interest to the economist. For Jevons— 
after having calculated the average, the unweighted average, 
of price-movements—published researches on the Brownian 
movement ; ! the activity of which he had observed to vary with 
the substance of which the suspended particles were composed. 
Jevons would not have improved his scientific reputation if he 
had weighted his observations according to the size of the vessel 
within which the corpuscles were observed to move hither and 
thither sporadically. 

For further argument in favour of the unweighted mean ? 
the reader is referred to M. Lucien March’s admirable discussion 
of the subject. He has fully indicated the claim of the “ indice 
monétaire ’’ to a place alongside of, or at least not much below, 
the “‘ indice budgétaire.”’ 4 


C.—The Labour Standard 


A third issue is raised by the proposal to construct an index- 
number such that the unit of money constantly corresponds not 
to the same amount of goods but to the same proportion of the 
goods which constitute the national income, or to the respectively 
corresponding subjective quantities. Since differences in the 
per capita national income are associated with difference in the 
efficiency of work, this index-number has obtained the title of 
the Labour Standard.* This plan is a stumbling-block to many ; 
yet it is countenanced by some high authorities. There is 
Marshall’s evidence before the Gold and Silver Royal Com- 
mission (1887),° to the effect that a rise in the “ real value ” of a 
precious metal is to be measured by the increase in the power 
which it has of purchasing labour of all kinds, including that of 
business men. Again he says: ‘‘ A person who borrows a peck 
of green peas in April and returns two pecks in June has paid no 
interest at all, he has not even returned the corpus of the loan.” ? 
And again: “ An increased purchasing power of the currency 
in terms of commodities seems to me a good thing if it corresponds 
to an increasing command over nature which man has obtained 

1 Literary and Philosophical Society, Manchester, 1870. 


2 Further objections will be considered in connection with the statistical 
treatment of the subject. See Journal of the Statistical Society, Vol. LXXX. 
(1925). 

3 Metron, Vol. I. (1921). Cp. Edgeworth’s Collected Papers, Vol. I. 

4 Loc. cit., et passim. 

5 Cp. Collected Papers., pp. 196, 293. 

6 Q. 9625; where “‘ diminution ” in the first column is an obvious misprint. 

* Evidence before the Indian Currency Committee [C. 9222], 1899, Q. 11,765. 
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by improvements in production and transport.”’ The question 
whether certain changes are beneficial depends on “‘ the question 
whether the currency retains a constant value in terms of man’s 
efforts.” 1 So, with reference to the regulation of wages rather 
than of currency, Sir Josiah Stamp in an important letter to 
The Times writes: “‘ Assume a community of ten thousand 
workers, producing a million units of commodities” .. . the 
worker has a right not to “a money wage adjusted to furnish 
him with his original standard of living,’ but to “one ten- 
thousandth part of the total production, which is a vastly different 
matter.” ? The conception seems particularly appropriate to 
the theory of foreign trade; more easily apprehended than 
Bastable’s “‘ unit of productive power,” * Pigou’s “ real ratio of 
international exchange,’* and even Marshall’s “bales” ® 
embodying a uniform investment of labour and capital.” ® 

The discrepancy between the Labour Standard and the better 
known standards considered under our Section A creates a diffi- 
culty for those who propose to regulate the value of money by 
an official index-number. It is as if a navigator in days of old 
had been directed by a friendly prophet to steer his course 
according to the position of the Bear in the heavens, while it 
was left uncertain whether the guiding constellation was the 
Great Bear or the Little Bear. Palinurus would understand 
that a northerly course was prescribed. But he could not be sure 
in which of two directions divergent, it might happen, by a 
considerable angle it would be preferable to steer. So the 
economist is certain that depreciation of the assignat type is 
to be avoided. But in conditions which seem to have prevailed 
in the eighties of last century he might hesitate whether with the 
Bimetallists to aim at restoring the old level of prices, or to 
acquiesce in the new level as comformable to the Labour 
Standard. 

Some convergence of conflicting directions may be possible 
on the subjective side. Primd facie, if work and saving become 
more efficient, the same quantity of felt effort and sacrifice will 

1 Evidence before the Indian Currency Committee [C. 9222], 1899, Q. 11,844. 

2 Published January 18, 1923. See the context of the passage quoted, and 
the letter published January 23. 

3 International Trade. 

4 Manchester Guardian Supplement, 1922, Sect. XI. 

5 Money Credit and Commerce, p. 157. Cp. evidence before the Indian 
Currency Committee, Q. 11,792. 

6 The matter is more fully stated in the Journal of the Royal Statistical Society, 


Vol. LXXXVI. (1923), p. 318. See also Edgeworth’s Collected Papers, Vol. II. 
pp. 353, 357. 
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correspond to a greater quantity not only of goods but also of 
satisfaction. But, as pointed out by Professor E. A. Ross, 
the total well-being we derive from goods depends not only on 
the positive satisfaction experienced in consumption, but also 
on that “social satisfaction’ which is largely determined by 
the relation of our consumption to that of our neighbours.t This 
relation may remain the same while the absolute quantities of 
goods consumed increases. The circumstances set forth in 
Chronicon Preciosum (above cited) suggest reflection upon the 
enormous difference between the present conventional necessities 
of a single man in a good social position and what his counterpart 
in the fifteenth century required in order to live “ decently and 
cleanly.” Yet the satisfaction of feeling that one’s appointments 
are on a par with those of one’s equals is not increased by a general 
increase in luxury. Pro tanto the regulations of payments 
according to the Labour Standard would fulfil the inner purpose 
of the consumption standard, to secure a constant sum of economic 
welfare.” 

In conclusion it should be observed that the preceding argu- 
ments are not subversive of received doctrines. I plead only for 
toleration of some additional tenets. It would be too much to 
ask economists, what Cromwell asked theologians, to think it 
possible that they might be mistaken. Each maker of index- 
numbers is free to retain his conviction that his own plan is the 
very best. I only ask him to think it possible that others may 


not be entirely mistaken. 
F. Y. EpaewortH 


1 Cited by the present writer, Collected Papers, Vol. I. p. 346. Cp. ibid., p. 210. 
2 It is presumed that the work which has by hypothesis become more efficient 
has not at the same time become more irksome. If,assome authorities hold, the 
strain of work, the dis-utility of labour, in modern industry is increasing, the 
argument becomes @ fortiori. For the net subjective income will pro tanto be 
diminished, the convergence of the Labour and the Consumption Standard will be 


increased, 
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THE AGRICULTURAL ARGUMENT 


1. Tue British farmer finds himself again the subject of 
political debate, and is aware that some new policy is being 
prepared for his industry. That has been investigated very 
recently by a Royal Commission, the Selborne Committee, and 
the Agricultural Tribunal. Some things of a minor nature have 
been done, and one large measure—the guaranteed price—has 
been enacted and hurriedly repealed. The Wages Board has 
been set up, abolished, and set up again. And now the industry 
has been asked to meet in conference to frame its own proposals. 
It has not had referred to it the conclusions of the Tribunal ; 
but, when the Conference has finished its de novo researches, 
the farmer may hope that at last an end has been made of 
inquiry, since Committee, Commission, Tribunal and Conference 
seem to have run between them the gamut of titles under the 
guise of which action can be deferred, unless the Conference is 
followed by a Symposium. Possibly that action, when it comes, 
will be based on the findings of some of these inquiries; possibly 
the farmer will find something quite different emerging from the 
private deliberations of an unofficial party political group. In 
all this confusion the farmer might at any rate be flattered by 
the thought that his industry is regarded as one that is peculiarly 
vital; he believes that it is vital, but can easily find that this 
adjective has been widely applied to our great industries, and 
that in 1919 it was coal that was described as “our national 
key industry, upon which nearly all other industries depend,” 
to such an extent that ‘the coal-mining industry occupies a 
unique and exceptional place in our national life, and there is 
no other industry with which it can be compared.” ! He can 
find also that, on various grounds, cotton, transport and engineer- 
ing have been given “ key ”’ positions, and can realise as well as 
anyone that a nation cannot live by coal, cotton, transport or 
bread alone. He does not believe that he is less efficient than 
other people, and has the support of the highest experts in this 
opinion. He understands how price conditions affect the nature 


1 Coal Industry Commission Report, Part IT., Sect. 42. 
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and intensity of farming, and the amount of labour he can 
employ at legal minimum rates. He does not understand how 
it can be required of him under these conditions to produce 
“‘ double his present output,” or what can possibly be meant by 
the statement that he can quite well do so “ as far as climate is 
concerned.” For, with the opening up of the New World, our 
climate has ceased to vary with that of our competitors in food 
supply, so that bad seasons are no longer compensated by high 
prices. He also hears many things suggested in his interest 
which he has not asked for, and is not sure that he ‘wants, such 
as Land Courts. In general he is confused by the excursions 
and alarums, and aggrieved by the criticisms of his craft. 

2. It has been possible for a responsible politician to assert 
that this is “‘ the worst-farmed country in the world,” a state- 
ment based on authorities who hastened publicly to disclaim 
such a meaning. More sweeping in its range was the criticism 
of a former Prime Minister, that ‘“‘ We have the most fertile soil 
in Europe. In spite of that, there is not a civilised country in 
Europe that makes as little use of its land. We bought from 
abroad, I think, in 1922, 400 million pounds’ worth of food- 
stuffs which, as far as climate and soil are concerned, could have 
been produced in this country. Compare what has happened 
in this country with what has happened abroad—in Belgium, 
Denmark, France, Holland, Germany. The population on the 
land here is diminishing decade by decade. In other countries 
it is increasing. The produce of the land here is stationary; 
abroad, doubled, trebled. Lord Ernle points out that we are 
producing per acre here a fifth of that produced in Belgium. I 
think it is about half what is produced in Germany per acre 
from much poorer soil. That is a piece of criminal waste which 
is due to a bad system.” 1 Some matters of fact involved in this 
criticism are referred to below. The opinion is implied that we 
ought to produce all our own food-stufis, but why not say “as 
far as prices are concerned’? Surely some reference is necessary 
to the relation of national policy as a whole to the history of the 
cultivation of the land. An interesting comment on the position 
is that The Times, having drawn attention in a recent leading 
article to the international comparisons made by the Tribunal, 
and never answered, followed shortly after with another article 
under the title, “ Export or starve’’; and this, at any rate in 
the years of peace, is by all the facts the truer view of the 
chances of privation in Britain. 

1 The Times, April 30, 1923. 
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3. It is only proposed here to make some comments of an 
economic nature on certain aspects of the present confusion. 
In the first place, it should be kept in view that the decline of 
the arable area is not well treated as a problem by emphasising 
the conventional distinction between crops and grass. Economic- 
ally, grass is a crop; it is a very cheap one to get, and “ letting 
land go down to grass ”’ represents simply the choice of a cheaper 
against a dearer crop. Our facilities for growing grass are envied 
in some foreign countries; and increasing attention is being 
given by research to the grass crop and its improvement. It 
is altogether off the point to represent the increase of the grass 
area as a mark of backward farming. Our statistics come back 
to this when they include grass in the “cultivated area.” In 
international comparisons we do not get the benefit of our high 
productivity in grass, because it is not measured. But by 
agriculturists of certain views our special facilities for grass are 
described as “ the curse of British farming,” because it is grown 
on land which, at the prices of produce, is not good enough for 
the plough, though it is better than much soil that is ploughed 
abroad. 

4, In two ways the statement that we are seriously under- 
farmed can be considered—the direct observation of experts, 
and the use of the returns of yields. As to the former, both 
Sir Daniel Hall, in his Pilgrimage of British Farming, and Sir T. 
Middleton, in his Food Production in War, say the same thing; 
that farming, like any industry, can be improved, but that it is 
as well served as any other industry or profession. Let anyone 
compare with some of the phrases of political discussion the 
summary chapters of Sir D. Hall’s Pilgrimage of British Farming, 
or such local comments as that, in Lincoln and the West Riding 
flats, “‘ agriculture is a good driving business, which is getting 
out of the land something approaching the highest yield that is 
profitable ”’; that, in Northumbria, “only a determined and 
skilful race of farmers could attain the prosperity of which we 
saw so many signs’’; that, in the Lothians, “we had not 
imagined that the management of arable land could reach such 
perfection’; that “‘a study of the Shrewsbury district may be 
recommended to those who declare British farming to be a lost 
and unprofitable art”; and others to the same effect. Had 
this been written of the districts of a foreign country it would 
have been quoted in England in italics. Sir T. Middleton, in 
asserting plainly that farmers are as efficient as any other people, 
dismisses as ‘‘ absurd ”’ the claim that we could produce all our 
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own food, that is to say, double our output, at any prices possible 
to consider. 

5. Suppose that the idea of productivity is considered in 
relation to even the crude yields of crops. Taking as 100 the 
average yield of Europe, exclusive of Russia, our indices before 
the war were, for wheat, 166; barley, 123; oats, 113; potatoes, 
138. These indices would be much higher against the world’s 
averages. But a critical use of the crude yields is necessary, 
especially in the case of wheat, since the other important European 
countries grow rye for food, and obtain wheat on a smaller 
proportion of their cultivated area. If the indices of yield are 
weighted by the percentages of the cropped area under each of 
the crops for which there are returns—and these account for 
from 75 to 80 per cent. of the cropped area—then a composite 
index of productivity can be obtained, which makes Belgium 
164, France 92, while Britain, Germany, Denmark and Holland 
are all on a par at about 130. The tabular statement and analysis 
are given in my Report to the Tribunal, and no criticism of the 
method or result has appeared. The method is that used by 
the U.S.A. Department of Agriculture in their Year-book for 
1919. The European comparison for live-stock is generally 
similar to that for crops. So that to double our crop produc- 
tivity is to make it twice that of Denmark, Germany or Holland, 
about thrice that of France, and 60 per cent. over that of 
Belgium. Is it seriously meant that we are inefficient until we 
do this? It is remarkable that the Land Enquiry Committee 
of 1914, which began the recent attack on our productivity, did 
not in its section on this subject quote a single yield, crude or 
otherwise, of any crop in this or any other country.! 

6. The countries which come out equal have great variations 
in their methods of tenure, credit, education and organisation, 
and it appears that much elasticity must be allowed to suit the 
national conditions, and the way in which things are done by 
and for farmers of different outlook and traditions. Further, 
the results do not support the explanation that national average 
yields are reduced by Protection, through the addition to the 
acreage of land of low yield. France has some incredibly low 
district yields, but German average yields are good. It is indeed 
plain that, while Protection adds to the acreage of poor lands, 


1 With individual variations in output, quoted by this Committee as reflecting 
on the lower outputs, compare the great variations quoted for Belgium by Mr. 
Rowntree, a member of the Committee, without any such reflection, (Land and 
Labour, pp. 178-9.) 
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it also increases the yield of good land, and that no general 
conclusion can be drawn that it influences the national average 
yields in one way or the other. 

7. During the war, powers were taken whereby the County 
Agricultural Committees could enter on and cultivate land which 
was being badly farmed. The total acreage dealt with under 
these powers in England and Wales was 64,000 out of a cultivated 
area of 32 millions. No doubt farmers made special efforts 
during the war, but the ratio would only be 1 per cent. if the 
badly farmed area were five times as great. Some of it was 
park and common land. 

8. It is sometimes contended that the high productivity of 
small holdings shows that a generally higher level of cultivation 
is possible, which ought to be made actual on the larger farms. 
This argument must be used with care. Instances have been 
quoted to show the great increase in the value of produce obtained 
from an area of land after its conversion into small holdings; 
indeed a carefully weighted tabulation of the results of the 
agricultural census of 1907 shows a rapid progression of value of 
produce per acre as the holdings become smaller. The tendency 
is so decided as to suggest the inference that the smaller a holding 
is, the better. As only about 15 per cent. of our cultivated land 
is under small holdings as we define them, and the value of 
produce averages thirty per cent. more on a 50-acre than on the 
largest units, does it not follow that there is here a great oppor- 
tunity for extending the national product by mere carefulness of 
cultivation, which the small holder has applied because it is 
necessary in his case? This inference is dangerous because the 
product is taken gross in these comparisons. The small holder 
who can buy in from the larger farms, directly or indirectly, his 
feeding stuffs and other requisites will of course show a high 
gross product per acre, but only by being credited with some- 
thing which has already been reckoned in the product sold off 
the larger farms. With a great extension of small holdings, 
more of their area will be required for their own requisites, and 
what is sold off will be less to the acre. The conditions under 
which small holders work while they have 15 per cent. of the 
area cannot be generalised so as to apply if they held 50 or 80 
per cent. of it. Small weaving sheds will show a large value of 
product in relation to floorspace while they buy in their yarns; 
but if they must produce their own yarns the final product must 
decline in value per 100 feet of space occupied. The comparative 
economy of the small holding must have regard to the fact that 
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it is less self-contained than the large one which has a similar 
product. The mistake in regard to product is apt to be repeated 
in regard to population. The whole agricultural population is 
not increased if men are drawn from farms and concentrated on 
special areas, though the population of these areas is increased. 

There remains the fact that the small holder works very hard, 
and that this margin of extra work, paid for by the feeling of 
independence, has to be reckoned in national product. But it 
also cannot be taken gross. The very limitation of area compels 
harder work in order to make a living. If on farms there is one 
labourer to 40 acres, and the same kind of produce is got on 
holdings of 20 acres, there must be harder work in the latter 
case to give the same value. 

This of course is not an argument against the extension of 
small holdings; for some crops holdings are normally smaller 
than for others. It indicates only with what precautions an 
argument as to national productivity can be based on the quoted 
output of small holdings. The general results already stated as 
to comparative productivities are here in point, since in the 
other countries holdings are smaller than in Britain. 

9. The last aspect of the problem of productivity is that 
raised by the Middleton Report on German agriculture, which 
showed that food production was 50 per cent. per acre higher 
in Germany than in Britain, using food in the sense of the calorie 
content of the crops which were actually produced. The fact 
that the conclusions of this argument were presented in summary 
form in its first paragraph led to misconception by those who 
had read no further, since the subsequent argument was necessary 
to explain the technical sense of ‘‘ food” production as here 
employed. Food production in this sense will be increased by 
the increase of arable farming, which is a question not of 
efficiencies, but of prices, and Germany protects arable strongly. 
The Socialist Policy for Agriculture of 1924 quotes the summary, 
without reference to the technical sense of the words, and con- 
siders it an indication of the “less productive utilisation ” of 
our soil. This is a mistake, and the reference to Denmark 
which follows, as an instance of a more productive country, 
would have been impossible had notice been taken of the fact 
that the method of the Middleton Report was lately applied by 
a Danish expert to a comparison of British and Danish outputs 
in calories per acre, with the result that there was nothing to 
choose between them.1 But in any case a comparison made on 

1 Journal of the Royal Statistical Society, January 1924. 
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the basis of some aspect of the output which the farmer does 
not take into his reckoning at all cannot give any conclusions as 
regards relative efficiencies of cultivation; if it is calories that 
are wanted, arable must be made more profitable, and education, 
applicable as much to grass as to arable, will not turn the balance. 
The implications of this whole argument on the calorie content of 
our product are protectionist.as regards arable, and can lead 
nowhere else. 

10. As a question of fact, the statement that only in this 
country has the agricultural population declined in recent times 
is merely untrue. It has very seriously declined in the other 
industrial countries of Europe—Germany, France and Belgium— 
for the same reasons as here; in Germany, for instance, between 
1882 and 1907, the industry as a whole lost over 7 per cent. of 
men employed, and nearly 29 per cent. of male farm labour. 
Belgium lost a seventh of men engaged between 1880 and 1910. 
There is a relative decline all over the world, while in old countries 
the absolute decline is due to both economic and social causes. 
The economics of the decline depends on the increased use of 
labour-saving methods which are being urged on the farmer in 
the interests of efficiency, and on the fact that in agriculture 
this works otherwise than in manufacture; other industries can 
build new factories, and employ more men with than without 
mechanical improvements, but agricultural land is limited, and 
displaced labour has to go elsewhere. The social causes are 
well known and are a matter of concern in many countries. To 
tell the farmer to employ more labour, at legal minimum wages, 
is to ask him doubly to increase his labour costs, and is the 
opposite of the advice he is receiving from within the industry. 
If it is desirable to employ a large number of people on the land, 
the economic causes of depletion are unlikely to be met without 
differential assistance of some kind to arable cultivation, and 
this has now been given in the case of sugar-beet; or without 
a great extension of small holdings. The latter method is the 
more lasting in its effects, since labour-saving devices will always 
be working so as to reduce the number of men employed on 
arable cultivation, while in the case of the small-holder their 
effect will rather be to lighten his intensive labour. It is less 
easy to say which influence would act more rapidly; this must 
depend on the cost the country would be willing to incur. The 
largest number of small-holders settled under our permanent 
Acts was about 2700 in 1913; if this could be increased to 3500, 
the addition to the agricultural population in three years would 
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be about the same as if a quarter of a million acres of arable 
had been gained. Either of these results will require a national 
charge of some kind and a considerable effort, the small-holdings 
policy being probably the less expensive. 

11. In what has been said the aim has been only to ask that 
the argument should be related to facts which are available to 
anyone. It is difficult to account for the misconceptions which 
are so common and confident. Our agriculture can, of course, 
be improved, but it should not be merely talked into a plight 
which does not nearly represent its condition. Facts favourable 
to British agriculture have a right to live, but are in danger of 
neglect in the interest of programmes which prefer strong state- 
ments as a basis for strong and striking proposals. The com- 
petition of parties is apt to lead to the following wrong order of 
thinking on agricultural policy: first, we must have such a 
policy; second, we must find reasons for having it; third, we 
must find items to constitute it. On the contrary, it should in 
the first instance be made clear what are the national objects 
we wish to promote through the development of this industry 
in particular. Do we simply want a larger population on the 
land? If so, since the strongest current of rural exodus is 
towards the Colonies, and not, as is often supposed, towards 
our own towns, why do we pass an Empire Settlement Facilities 
Act to subsidise the emigration of agriculturists? For what 
reason do we want a large population to live under the com- 
paratively isolated conditions of rural life? Is it for the sake 
of national health, and, if so, have the vital statistics of this 
country, and the recent history of these statistics, been compared 
with those of the more agricultural countries of Europe? Do 
we want more rural exodus towards the towns in order to 
promote urban health, or less rural exodus in the interests of 
agricultural settlement? It will be found that this aspect of 
the argument needs caution, since national health is bettered 
rather by movement from than to the less healthy areas of 
large population. Do not in any case let the health argument 
be made a stalking-horse for some other purpose, but the argued 
case of a national interest. That the argument is not easy will 
be seen by comparison of Sir William Ashley’s memorandum 
with a section of the Minority Report of the Tribunal. If, on 
the other hand, it is a question mainly of the distribution of the 
sources of our food supplies, why do we wish to increase home as 
against other sources? This question presents no difficulty to 
Protectionists, but Free Traders are becoming involved, as the 














1925] THE AGRICULTURAL ARGUMENT 39 


sugar subsidy shows. Do we need, six years after the war to 
end war, a new provision for national defence? It is very 
important to know if agricultural policy is mainly directed to 
this purpose. As it is, most of the discussions to which one 
listens on the whole subject are implicitly Protectionist, and 
this is the point of view that will continue to gain as long as 
the crossing arguments are not separated, and some other definite 
basis is not chosen to stand on. If efficiency is the sole basis, 
then any special consideration for arable drops out. 

12. Economists were asked to give a judgment on all the 
aspects of the problem when the Tribunal was set up. They 
strove to separate the issues and to show the nature of the 
choice that is before the country. But what use is it all, if no 
Enquiry will be acceptable which does not supply the superlatives 
that will give éclat to a political drive? And especially if policy 
is to be based on the sheer libel that British farming, with its 
great history and its great contributions to agricultural method, 
is to be discussed in the company of such phrases as “the 
worst,’ or even ‘‘ among the worst,” in the world ? 

D. H. Macerecor 











BUREAUX FOR ECONOMIC AND “BUSINESS ” 
RESEARCH IN AMERICAN UNIVERSITIES 


THE bureaux for “ business ’’ and economic research, which 
are multiplying rapidly throughout the larger universities of the 
United States, deserve comment here for two main reasons: 
they exhibit most of the influences which are tending to carry 
the Industrial Revolution (that is, extreme division of labour 
and quantity production) into all sorts of research on economic 
materials; and, moreover, they appear to show that, through 
co-operative arrangements between universities and business 
associations, not merely the arts of business administration and 
of pedagogy connected therewith, but also economic science 
itself, may be advanced in a unique way. 


Example from Researches on Expense Norms 


One staple type of investigation, common to most of the 
organs for “business research,” will furnish a preliminary 
illustration of these points. In 1911 the first bureau of business 
research was organised at Harvard, in connection with the 
young Graduate School of Business Administration. It began 
to collect and publish classified data on operating expenses in 
the retail shoe trade, the data being solicited from merchants 
whose shops are situated in various towns and cities of several 
States. Gradually this and other trades have been studied by 
this bureau for successive years—groceries, drugs, jewellery, 
hardware, automotive equipment; often both wholesale and 
retail branches—and the magnitude of these researches may be 
inferred from the fact that in 1924 some five hundred retail shoe 
establishments furnished detailed accounts of their year’s 
operations, all calculated on a uniform system, for the bureau’s 
statistical summaries.! 

A bureau of similar type was set up in connection with the 
School of Commerce of North-western University (Chicago) 
about 1918. This organisation, assisted by the National 
Association of Retail Clothiers, has been assembling and inter- 


1 See Bulletin No. 43, Harvard Bureau of Business Research, Operating 
Expenses in Retail Shoe Stores in 1923 (pp. 62, $1.00). 
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preting operating-expense data pertaining to 170 (from 1917 
onward; 120 since 1916) retail shops whose principal stock is 
“ready-made ”’ clothes for men, which garments are manufactured 
in both large and small factories.1 

In all these instances the bureau first designs a standard 
accounting system for the trade in question, in order that items 
from different establishments may be as nearly comparable as 
possible. The schedules on which correspondents transmit their 
records, after the latter have been kept a year according to the 
standard accounting system, call for various items which can be 
checked against one another in the bureau’s offices to give a partial 
proof of the accuracy of the correspondent’s figures. Safeguards 
are provided, of course, against any use of a co-operator’s indi- 
vidual data which might seem injurious to him. The considerable 
expenditures required for the bureau’s part of this work are secured 
in large measure through the national trade associations, like 
that of the retail clothiers. 

Now, such an enterprise is evidently large-scale investigation ; 
but what is its practical or theoretical significance? The practical 
purposes are manifold, but two stand out prominently, viz. to 
improve teaching methods in the school of business adminis- 
tration which maintains the bureau, by assembling new and 
representative facts about actual business conditions; and to 
improve the accounting practices of the co-operating firms 
and to advise each co-operator as to which, among his own 
classes of expense, are high, low or average, as compared with 
other members of a considerable sample of his trade. The 
theoretical ends incidentally served are more inchoate; but 
there are indications that they are not unimportant. For 
example, Director Secrist of the North-western bureau has 
published data collected in the clothiers’ study in a form which 
seems to shed new light on the theory of profits. An outstanding 
feature of these presentations is the charting of percentage of 
total operating expenses to total sales, by individual reporting 
firms, so as to make a “supply curve” similar to those we 


1 See this bureau’s bulletins. Series II., on the clothing trade, begins with 
No. 1, Costs, Merchandising Practices, Advertising, and Sales in the Retail Distri- 
bution of Clothing; published by Prentice-Hall, Inc., New York, 1921 (pp. 622, 
$7.50); most of the other eight bulletins hitherto published in this series are on 
a less ambitious scale (as are those of the Harvard Bureau), and sell at 50 cents to 
$2.00. Series III. deals with investigations of 143 retail meat shops, begun in 
1923, financed by the Institute of American Meat Packers (field services also 
contributed by U.S. Department of Agriculture, Bureau of Agricultural 
Economics). See especially No. 9 of this series, Expenses, Profits, and Losses 
in Retail Meat Stores ; How Much and Why; Chicago, 1924 ($1.00). 
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commonly associate in theory with the extractive industries, but 
which had already been shown by governmental investigations 
to be characteristic of a number of manufacturing industries. 
The proper theoretical interpretation of Professor Secrist’s 
exhibits is an open question, of course, but that such crude 
approximations to quantitative evidence on the profits situation 
in a given line of business are at least worth the attention of 
theorists is not to be doubted.! 

Many features of these business research bureaux, on the 
other hand, put the economist on his guard. First, they are 
auxiliaries of the schools of business administration (“ colleges of 
money-changing,” as some of our philosophers inevitably call 
them), and the offspring like the parents have sprouted in mush- 
room fashion. Second and more important, they are usually 
supported in considerable part by active business associations, 
not merely as to the funds necessary to buy tabulating machines 
and human machines to run them, but also as to the raw data 
which the bureaux work up. These stigmata lead some by- 
standers to call the movement a travesty on research.’ 

Another innuendo, that might easily be developed, would trace 
the German influences leading to the scramble among all our 
scholars for publication of ‘original researches,” beginning with 
the Ph.D. Thesis. 

The economist may protest, therefore, if we must be 
“ organised ”’ in order to provide us with the expensive machinery 
which present-day inductive studies demand, let it be through 
bureaux for economic, not business, research; for research about 
business, rather than research for business. Several universities 
have, in fact, secured bureaux which purport to be of this 

1 The North-western bulletins referred to are Series II., No. 8, Competition in 
the Retail Distribution of Clothing; a Study of Expense or “ Supply”? Curves 
(1923, $1.00), and No. 9, Expense Levels in Retailing , a Study of the “‘ Repre- 
sentative Firm” and of “‘ Bulk Line’”’ Costs in the Distribution of Clothing (1924, 
$2.00). See discussion of them by Professor F. W. Taussig (“‘ A Contribution 
to the Study of Cost Curves,” 38, Quarterly Journal of Economics, pp. 173-176, 
(November 1923), and by Professor A. B. Wolfe (‘‘ Competitive Costs and the 
Rent of Business Ability’) 39, /bid., pp. 39-69, November 1924). These 
economists differ on their interpretation of Professor Secrist’s data, but they 
agree that “‘ business research” of this character “‘is a good omen both for 
economics and for business,’’—as Professor Taussig puts it. 

2 Some idealists, to be sure—like our literary arbiter H. L. Mencken—say 
that all our other types of research arrangements are just as bad as those for 
business research. ‘‘ What ails every one of these undertakings for the fostering 
of science is that, whatever its pretensions on the label, it is utilitarian in the 
bottle—that its primary aim is to back the scientist into a comfortable stall 
and milk him like a cow.” (Review of “‘ Arrowsmith,” American Mercury for 
April, 1925). 
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disinterested type; the Harvard Committee on Economic 
Research is doubtless the best known, by reason of its publications 
on various aspects of the trade cycle. This organisation is 
loosely connected with the Department of Economics, and 
administratively is entirely distinct from the business school and 
its bureau of business research. We cannot quite discuss these 
two types of bureau in the same breath, then; yet we shall find 
that the differences between them (from the standpoint of 
economic science) are less important than superficially appear, 
and that the interests of both universities and the business 
community in economics, political economy, and discovery and 
teaching of efficient arts of business administration are so inter- 
twined that all may be advanced by a common sort of co-operative 
research, provided that proper care is taken to prevent any one 
practical tail from wagging the dog of scientific inquiry. 


General Characteristics of the Institutional Research Movement 


As a step towards understanding and appraising these 
agencies, let us cast a brief glance at some other wings of the 
institutional research movement, of which the former are a part. 
Large-scale methods came into other scientific fields, of course, 
before they reached economics. In mechanical and chemical 
technology, for example, the leading manufacturers have main- 
tained experimental laboratories for a generation; and in some 
of these (e.g. the General Electric and American Telephone) 
contributions of some moment have been made to the pure 
physical sciences. About twenty years ago co-operation began 
to develop between university engineering schools and associations 
or firms, first through ‘“ industrial fellowships ” in the universities 
(supported by industrialists), and more recently through co- 
operatively supported units which include special facilities as 
well as the research fellows. The Mellon Institute of Industrial 
Research of the University of Pittsburgh, established on a per- 
manent basis by endowment in 1913, which now maintains eighty 
fellows with the co-operation of several hundred manufacturers, 
at a cost of some $350,000 a year, is doubtless the most conspicuous 
in output of publications as well as resources. Most of the larger 
engineering schools now have some such arrangements; and 
even the United States Bureau of Standards, which maintains an 
exceptionally competent corps of physicists and engineers, 
co-operates with a number of industries for advancing technology 
as well as for purposes of further standardisation. In these 


1 See Report of the Secretary of Commerce for 1923, pp. 152-171. 
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cases the practical benefits to industry and the community from 
the application of science to the arts is the side generally 
mentioned; and indeed the expenses are usually so largely 
borne by active firms that pure science is bound to be kept in the 
background so far as the paymasters know what is happening. 
Nevertheless the university-partner should always be able to see 
that such projects are made to advance science as well as to apply 
it (provided they can secure sufficient funds without practical 
strings tied to them) to a much larger extent than private 
research departments, both because such is a prime purpose of a 
university and because it usually has a greater continuity of 
existence than has a research organ maintained by private 
initiative. 

Several other analogues could ve named, such as the foundations 
for medical and allied researches, or, on a still larger scale, the 
huge grants of federal and provincial governments, during the 
past fifty years, in aid of agricultural experimentation in the 
State ‘‘land-grant colleges” of agriculture.2 At the present 
moment our national administration has just made a new 
appropriation of some hundreds of thousands of dollars for 
developing research in agricultural economics in these State 
agricultural experiment stations—thus reflecting the lag of 
economics behind natural sciences in popular estimation. 

Another important part of our background of institutional 
research is the other types of agencies dealing with economic 
subject-matter. In personnel, equipment and subjects con- 
sidered, our university bureaux show numerous likenesses to 
half a dozen brothers or cousins, which are supported in divers 
ways. My readers have doubtless noticed that the functions 
which I have mentioned as being carried on by the university 
organs are also exercised by a growing number of governmental 
bureaux, such as those within our State departments of labour and 
industries, and in our federal departments of Commerce, Labour, 
and Agriculture, for example, or in the Federal Reserve system 
and Federal Trade Commission. The attribute of compulsory 
powers, of course, is peculiar to the latter cases, yet the govern- 

1 That the contributions to physical science already made by these engineering 
research organisations are not negligible, is the judgment of a colleague in the 
physics department. For example, in our own engineering research department 
(University of Michigan), which is only a few years old, the work of physicists on 
a practical problem of ball-bearing noise has led to the invention of a device 
for objectively measuring ‘“ noise”? which will doubtless have value for many 
sorts of experimental work on sound. 


2 Established and, to some extent, endowed, out of proceeds of the public 
domain of the United States. 
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mental agencies also are depending a great deal on the voluntary 
co-operation of business men, and at the same time they are 
fast adding research and interpretative functions to their older 
activities of collecting and publishing “ statistics.” Further, if 
the story were not so familiar, we could easily sketch the 
parallel research departments, which use more or less economic 
methods, of trade associations, large individual firms, trade 
union groups, and philanthropic foundations. (Naturally, some 
part of this so-called research is really propaganda, from our 
point of view; but objective standards for separating scientific 
truth from propaganda, among important propositions on 
economic affairs, are at present well-nigh inconceivable.) 

Finally may be ear-marked a trend of some significance 
within this whole field of institutional research; that towards 
integration of several basic sciences for attack on a family of 
problems which forms a convenient unit. The rise of economic 
study in connection with the technical agricultural experiment 
stations illustrates this tendency, as does the recent co-operation 
at the University of Pennsylvania between the medical school 
and industrial research department in the study of labour 
problems. Consequently several institutes for research in 
government, population, food, and so on are being set up with 
the explicit purpose of co-ordinating work in several techniques 
toward the common end.! 


What Existing Bureaux are Doing; and Why 


From this glimpse of the larger forces which have produced 
them we must return to our university organs for business and 
economic research, and inquire in more detail what they are 
doing, and how they get the money to do it. Then we can raise 
with more confidence the question of what their work is worth. 
There is not space to consider a number of miscellaneous projects 
which have been undertaken, such as the studies of local taxation 
made at the University of Illinois (Urbana), the local applications 
of established methods of studying the trade cycle which are 
now going forward at Brown University (Providence, R.I.), or a 
variety of special investigations made at New York University ; 
we must concentrate attention on a few leading types. 

1 The National Research Council (a philanthropically supported organisation 
which was organised and rather closely associated with the Government’s work 
during the war) has been promoting institutional research among the natural 
sciences, both as to securing funds and as to co-ordination, since about 1918. 


The Social Science Research Council came into existence about 1923 to perform 
similar services for social science investigations. 
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1. The search for operating expense norms by trades, as noted 
above, has occupied the business-school bureaux more than 
any other subject.1. These investigations have also yielded 
some by-products in addition to statistical summaries; for 
several bulletins on ‘“‘ management problems in the industry,” 
on methods of paying salesmen, trucking costs, have also grown 
out of them. In most cases, I believe, the trade associations 
concerned have met the larger part of the direct expenses 
attributable to these investigations—some small part of which 
is recouped by the sale of the resulting bulletins. The whole 
cost of the first studies of this kind, however, were borne by 
Harvard University, because the primary object was to secure 
teaching materials.” 

2. Quantitative norms of labour management, and of still other 
phases of business, have also received attention. The Depart- 
ment of Industrial Research at the University of Pennsylvania 
(Philadelphia), for instance, has specialised on the study of 
labour relations, and its publications deal chiefly with original 
data obtained from co-operating firms on “labour turnover ” 
and absenteeism.? The bureaux of Harvard and North-western 
have published bulletins on labour terminology and labour 
relations in the Chicago printing industry respectively. 

The co-operative researches in personnel administration which 
were carried on for about nine years at Carnegie Institute of 
Technology (Pittsburgh) must be mentioned in this connection, 
though the Institute’s contribution was through its division of 
applied psychology rather than via an economics or business 
department. Several associations of business firms, particularly 
some large establishments in the life insurance, tobacco, mer- 
cantile, and electrical manufacturing lines, supplied funds and 





1 Besides the investigations mentioned, of the Harvard and North-western 
Bureaux, see reports of the bureaux at the University of Nebraska (Lincoln), 
and at New York University. 

2 On this point and numerous others relating to the bureaux, see discussions 
printed in the proceedings of the 35th Annual Meeting of the American Economic 
Association, December 1922 (13 Am. Econ. Rev., Supplement, pp. 223-236); 
also abstracts from 6th Annual Meeting of the American Association of Collegiate 
Schools of Business, May 1924 (Ronald Press Forum, New York, May 1924). 
In general, each bulletin published by a bureau contains a list of titles of previous 
bulletins. The Domestic Commerce Division of the U.S. Department of 
Commerce, Washington, is understood to be preparing a bibliography on business 
research. 

3 “* A Study in Labor Mobility,” 103, Annals of American Academy of Political 
and Social Science, pp. 163-234, 1922); ‘‘ Attendance in Four Textile Mills in 
Philadelphia,”’ /bid., Vol. 104, pp. 191—221 (1922). Members of this depart- 
ment were secured by the U.S. Coal Commission during 1923-24 to prosecute a 
number of its investigations. 
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made their employees available for experimentation in researches 
on psychological and other tests for selection of employees, and also 
for the development of improved methods of training. Because 
of the number of scientifically competent people engaged in this 
project, and the unusually large number of subjects made 
available under actual production conditions in several industries, 
the work was of special interest to students of labour economics 
and vocational guidance. A somewhat similar co-operative 
arrangement is reported to have been started between the Johns 
Hopkins University (Baltimore) and the local employing printers’ 
association. 

Two of these cases are unusual, in that philanthropic funds 
were secured in support of researches. The Department of 
Industrial Research at the University of Pennsylvania has 
been generously subsidised by the Carnegie Corporation 
(organised for continuing and extending Mr. Carnegie’s philan- 
thropies), as well as by the co-operating firms; and psycho- 
logical researches at Carnegie Institute, under the same persons 
who directed the co-operative project above described, were 
aided by a recent grant through the National Research Council. 
Few or none of the other bureaux for business research have 
secured financial help of this type—possibly because their work 
necessarily is more nearly utilitarian and profit-making than are 
other types of research which are usually endowed, or perhaps 
only because the latter were recognised earlier. As we shall 
notice presently, however, several organisations for institutional 
economic research are supported more largely from philanthropic 
sources, and less from the industries whose affairs are being 
studied. ' 

3. Collecting materials for teaching business administration is 
considered an important activity of the bureaux. The collection 
and publication of concrete descriptions of actual business 
problem-situations, for class-room use, has come to be one of the 
principal occupations of the Harvard business school’s bureau, 
as that school has gone in enthusiastically for teaching by the 
“case method” analogous to the method now commonly 
employed in American law schools. The professor in charge of a 
given subject (say marketing) furnishes to the bureau an outline 

1 Reports of these investigations are to be found in various trade and business 
journals; but see especially the files of the Journal of Applied Psychology, the 
Journal of Personnel Research, and a general summary of the situation as its 
parts were being transferred to other places by W. V. Bingham, ‘‘ Co-operative 


Business Research,” 110, Annals of American Academy, etc., pp. 179-189 
(November 1923). 





406 THE ECONOMIC JOURNAL [SEPT. 


of the points he wishes illustrated, whereupon salaried agents 
(perhaps including the professor and his assistants) go out into 
the marts of trade and industry to procure realistic descriptions 
of appropriate actual situations, by interviewing considerable 
numbers of business executives. (Identity of the firms thus 
furnishing information, many of whom doubtless co-operate 
with the bureau in other activities, is usually concealed.) These 
Harvard text-books are used in a number of other schools, so 
that revenue from sales doubtless is appreciable—an outcome, 
however, which is hardly to be expected in the future, when 
each bureau more largely supplies its own school’s classes. 

4. The output of these bureaux connected with schools of 
business administration may gradually be compared, from the 
scientific point of view, not merely with the work of independent 
scholars and organisations outside the universities, but with 
the products of the other type of university bureau to which 
reference has already been made—the bureau for economic 
research, which is avowedly orientated more with reference to 
political economy and less with respect to the development of 
business technique. Our experience with this type is so limited 
that I venture no inferences as to what it will do, in comparison 
with the business research type. The Harvard Committee on 
Economic Research, indeed, appears to be strikingly successful 
in advancing the fundamental science of the business cycle, as 
well as in selling its periodic service to the business community. 
(What is done with the commodity after it is bought is possibly 
another matter.) The Committee’s activities, moreover, appear 
to exhibit two satisfactory potentialities of bureaucratic research, 
namely, continuous accumulation and analysis of data on a 
given problem, and the branching of a limited field of study into 
subsidiary inquiries which gradually make co-operation with 
specialists in many other divisions of economics mutually 
advantageous. 


1 See ‘‘ Business Teaching by the Case System,’ by Wallace B. Donham 
(Dean of the Harvard business school), 12, Am. Econ. Rev., pp. 53-65 (March 
1922); and cf. remarks by Melvin T. Copeland (Professor of Marketing and 
Director of the Harvard bureau), in the proceedings of the 6th Annual Meeting 
of the American Association of Collegiate Schools of Business above referred to. 
The series of case-books prepared by the Harvard bureau, which includes 
problems in marketing, retail merchandising, export trade, accounting, and 
other fields, is published by A. W. Shaw Company, Chicago. The University 
of Chicago’s School of Commerce and Administration publishes a list of 
‘* Materials for the Study of Business,’ which includes some “ cases”’ in the 
sense used above. An earlier appraisal of the bureau movement, by Director 
Secrist (‘‘ Research in Collegiate Schools of Business’’) appears in 28, Journal 
of Political Economy, pp. 353-374 (May 1920). 
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Whether results as beneficial as these, scientifically or 
politically, may be obtained ceteris paribus by the business- 
school bureaux it is impossible to say; but it is at least worthy 
of remark that all of these economic bureaux which have come 
to my attention are actually receiving some support from business 
houses and associations—which fact may mean that the economic- 
research organs are unworthy of their name, or it may mean 
rather that the difference between the methods which must 
be employed for effective business and economic research is 
less abysmal than we should casually suppose. With the 
Harvard Committee, this business support takes the form of 
annual subscriptions to its publications. These subscriptions 
are said to be sufficiently numerous now to supply all expenses, 
though the Committee’s work in the beginning was under- 
written, I believe, by philanthropically-inclined capitalists. The 
University of Wisconsin’s Institute for Research in Land 
Economics and Public Utilities (established 1920) is financed 
chiefly by gifts, but the National Association of Real Estate 
Boards is assisting in an advisory capacity; and some special 
investigations have been paid for by it and other business 
associations. The Food Research Institute at Stanford Uni- 
versity (founded 1921) was made possible by generous grants 
from the Carnegie Corporation for a ten-year period, and thus 
enjoys an “independent income”; yet this bureau also seeks 


and receives data and advice from certain trades—notably the 
commercial bakers. We shall have to inquire, presently, whether 
entangling alliances of these sorts are likely to corrupt the 
scientific ideals of the organisations involved. 





Interpretations : Practical Uses—Private and Public 


With this sketch of sources and activities in mind, let us 
return to the issues of appraisal which were raised at the beginning 
of the discussion. What I have to say will apply chiefly to the 
better-established business-research bureaux, but occasionally 
we can make further specific comparisons between them and the 
economic-research wing. It is usual and convenient to consider 
separately the services which the business school bureaux may 
render to four main interests (which correspond, in many cases, 
simply to different groupings or activities of the same persons), 
namely, the business community, the university’s teaching of 
business administration and economics, public control of business 
through ethics and law, and the advancement of economic science. 

Fairly adequate discussions of the benefits, which in some 
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degree are expected to accrue to the first three of these interests, 
are to be found in the literature referred to above (written largely, 
to be sure, by persons administratively connected with the 
movement), and so I shall not linger over them. The bureaux 
have added substantially to evidence brought out by the Federal 
Trade Commission, the Federated American Engineering 
Societies, and others, to the effect that the larger number of our 
business men keep only the crudest of records, and that natural 
selection is a slow and costly process for sifting out inefficient 
practices in respect to any one process in a given trade. Quite 
evidently these research agencies in the schools of business have 
done their bit toward improving this state of things in the 
industries they have studied. One important service to business, 
which they are peculiarly fitted to render, is the training of a 
supply of young persons who are skilled in the application of 
scientific research methods to actual business problems—in 
effect they shorten the apprenticeship which an economist 
would have to undergo before he could bring his science to bear 
on the concrete puzzles of an entrepreneur. Some of these 
researchers are finding their way rather easily into general 
executive posts. In other respects, also, the university con- 
nection has some solid advantages for the business world, as 
compared with trade associations and commercial agencies which 
offer similar services. The part-time work of professors is in 
some cases especially valuable; and the university bureau 
promises unusual stability and protection against improper uses of 
confidential data. 

But have our bureaux been actually worth their keep to 
business supporters up to the present? Disregarding whatever 
advertising and propagandist benefits may be found, I am a 
little doubtful. If you study their bulletins, and ask yourself 
how men in the trade could use the information for profit, or if 
you talk to the co-operating entrepreneurs privately, you may 
easily conclude that the movement is still experimental—even 
though it is true that business houses are paying enormous sums 
to their trade associations, accounting firms, ‘‘ management and 
efficiency ” experts, and so on, for goods which differ from those 
supplied by the university bureaux chiefly as to the colours with 
which they are painted by their salesmen. But remember that 
the field has not been tilled long. Many of us believe that 
it bears so many resemblances to the domain of mechanical 
technology that “business research,” like technological study 
in its early days, has large potentialities—first for private profit- 
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making; and eventually for cheapening production throughout 
industry. 

With respect to the bureaux’ reactions on teaching, also, a word 
may be added here to what was said above. Some university 
administrators see in the business-bureau scheme a means for 
meeting more effectively the competition of the business world 
for high-grade accountants and other specialists who are needed 
for the business or economics faculties. One insidious form of 
this competition, which showed itself earlier in connection with 
the law, engineering and medical faculties is the private 
practice of professors, which adds to their income and gives them 
practical experience that often reacts favourably on their teaching 
—but which is difficult to regulate so that it neither engrosses too 
much of their energy nor stultifies their teaching. By means of 
a bureau, perhaps, higher salaries may be paid when necessary, 
more of the professors can be given opportunities for practical 
contacts, and the character and amount of such work done by 
the individual instructor can be more adequately regulated by 
the university administration. 

And the interest of public control of industry has been served, 
at least in some degree. In a recent Congressional investigation 
of the old question, why does the farmer get so little for his 
produce, while the consumer pays so much ? the Harvard bureau’s 
figures for operating expenses of certain middlemen were utilised. 
At this point also we may develop the argument suggested a 
moment ago—that research in business administration, like 
inventive research in technology, has possibilities for cheapening 
production generally—by noting the implication that these 
possibilities may perhaps justify public subsidisation of business 
research, as well as economic research. 

Yet again certain shortcomings of the existing movement 
should be recognised. Everyone will agree that more light on 
actual business practices is a vital step towards better social 
adjustments ; but some will not be convinced by the Congressional 
investigation I have just mentioned that our bureaux are really 
shedding much light of this desirable character. Their luminosity, 
it might be charged, is somewhat like that of the red herring. 
Several trade associations have been attacked by the Government 
for exchanging data on costs and other matters in such a way as 
to suggest restraint of trade. I have never heard any such 


1 A good discussion is by Professor T. H. Sanders, of the Harvard business 
school: ‘* The Present Status of Uniform Cost Accounting” : Harvard Business 
Review, pp. 167-174 (January 1923). 
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criticism against the activities of the business-school bureaux ; 
but certain of their bulletins seem to reflect a bit uncritically the 
common complaint of their co-operating firms: “There are too 
many of us; we are ruining each other.’”’ And I have looked 
in vain, in several of these reports on operating expenses and 
profits, by trades, for calculations of net profits in relation to 
invested capital. These qualifications suggest that the uni- 
versity’s good name should be safeguarded by ample provisions 
for criticism of its bureau’s activities (possibly by resident 
economists), as well as by securing the largest possible measure 
of financial support with no strings attached to it. Such 
reservations do not necessarily imply, however, that no public 
services of consequence are to be expected from such bureaux, 
just because they are voluntarily assisted by business. Very 
likely much of the information necessary to public control of 
industry must be obtained by the threat of the policeman; and 
some, perhaps, through the unworldly researcher disguised as a 
bell-boy or rent-collector; but surely the business-research 
movement’s possibilities along this line must be awaited and 
studied before they are despised. 


Interpretations : Reactions on Economic Science 


So much for the practical purposes served—public as well as 
private : what now remains to be said of the scientific aspects ? 
Beside the suspicions raised above on this head, based on our 
bureaux’ connections with business training and the treasuries 
of going concerns, the further criticisms are heard that a research 
bureau is usually a one-man affair—investigating problems that 
are of interest to its director, but doing little in other fields of 
study; and that a good scientist is necessarily a law unto himself ; 
the less he is “ organised,” the better. These presumptions, 
however, are considerably offset by other considerations; and 
the upshot seems to be that—with sufficiently careful planning, 
and sufficient good-will between the “ business ” and economics 
staffs of the university—researches in business administration 
technique, and in pure, as well as political, economics, can all be 
made to assist each other by organisation which enlists the 
interests of various groups of active business enterprises— 
provided the bureau is not too largely financed by the latter. These 
three types of research have much in common when genuinely 
scientific methods are employed in them; but of course a study 
conducted primarily in the interest of improving business technique 
(in the matter of trade discounts, let us say) is nearly certain to 
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yield a comparatively small by-product of direct service to 
students of economics or publiceconomy. The reverse is true too ; 
one reason why business-research has been brought into a separate 
existence is that the by-products from economic studies which 
could be used by entrepreneurs are relatively small. 

The centrifugal forces just referred to, which tend to split 
apart economic and business research, are so strong and so 
obvious that I need not labour the points that, if research of all 
types is to be kept on a high scientific plane, the majority of the 
costs should be met from state and philanthropic funds; also 
that such funds should be used to further the work of able 
individuals, working each in his own way if he prefers not to be 
“organised.” The centripetal forces, on the other hand, which 
promote somewhat integrated organisation for all three types 
(economic science, applications to private economy or business 
administration, and applications to political economy), need 
closer scrutiny. 

The unifying factor of most importance is their common need 
of contacts with the industrial and commercial world, for securing 
the data which only business managers can supply. Of these 
data, not less essential than statistical items are the continuing 
acquaintanceships which are promoted by the nature of the 
relations between the research bureau and its co-operators. 
Dr. Marshall, as we know, valued highly his opportunities for some- 
what similar contacts. It is true that all good libraries supply any 
student with a rapidly mounting mass of printed data, and it 
is further true that most business concerns nowadays will go 
somewhat out of their way to supply information to any reason- 
ably tactful investigator. But a bureau, apparently, can give 
students connected with its institution an unusually favourable 
entrée into the establishments of its co-operators (the circle of 
which is constantly extending), even when the purposes of such 
students are of no practical interest to the employers. For 
example, when I was teaching at the University of Pennsylvania 
in the summer of 1922, I found that institution’s Department of 
Industrial Research able and willing to give me introductions to 
its co-operating firms, so that mutual confidence could be 
established more quickly than is the case when a student must 
make his own approach. This a priori argument is also 
strengthened by the circumstances above noted, that our three 
leading university institutions for economic research, as well as 
our Government analogues, have all obtained some sort of 
voluntary co-operation with active firms or associations. 
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Not only do such contacts afford the local investigator 
favourable opportunities for observing the conditions under 
which data such as appear in print are collected, they are already 
to some extent furnishing him laboratories, within which he can 
control his conditions so as to produce types of data which are 
not in print. Virtually all these bureaux control their data in 
the sense of having a hand in prescribing the method of recording 
and in permitting the investigators to ascertain at first hand how 
well the prescription is followed (a check which most of us cannot 
apply to governmental or other statistics). At least a few 
instances could doubtless be found, like that of the Carnegie 
personnel research bureau, in which employers varied their 
operating practice experimentally at the suggestion of the bureau 
students. The British Government’s Industrial Fatigue Research 
Board, as well as the National Institute of Industrial Psychology 
(Great Britain)—-whose organisation and support are apparently 
analogous to our business-research bureaux—have found 
employers willing thus to co-operate. Numerous experiments of 
interest to economists have been made in active firms by 
individual students, of course. Frederick W. Taylor’s career 
in ‘scientific management” illustrates this possibility; but 
it also illustrates the difficulties of such individual inquiries, as 
compared with an organisation which is subsidised for research, 
like the Fatigue Research Board. (The latter type, to be sure, 
finds plenty of difficulties left, in the conservatism of masters 
and men.) 

The objection that these possibilities are largely negatived by 
the monopolistic tendencies of the director-entrepreneur, who 
is a necessary part of a bureau, is apparently not insuperable. 
Care must be exercised on this head in framing the organisation 
and in selecting the manager, of course; but the objection 
springs in some measure from the faculty-members’ con- 
servatism. If the director is reasonably co-operative and 
scientific in spirit, almost any member of the local instruc- 
tional staff who has some initiative and ingenuity will presently 
hit upon a problem which is theoretically important to him, and 
yet which has practical aspects sufficient to enlist the aid of the 
bureau. The bureau’s existence may, indeed, stimulate the 
resident scholars to greater productivity than they would manage 
when working by independent methods. Velocity of money 
circulation, effects of various taxes, elasticity of demand for 
particular commodities, effects of various wage-incentives, are 
but a few of the topics which can be made to play such dual 
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roles. Sometimes, as we have said, the significance will be 
chiefly for business technique; such are many of the studies 
of the Harvard Bureau of Business Research. In other cases the 
investigation will be more largely of theoretical interest, as in 
some work of the Harvard Committee on Economic Research. 
These organisations started as something approaching one-man 
affairs, and both have widened their scope until a number of 
members of the business and economic faculties respectively have 
participated. It is possible that organisations so distinct as these 
two are desirable in any large university; but it would seem 
that effort would be economised—in securing co-operators among 
the business community, especially—if somewhat closer relations 
obtained between the two sides. 

In a nutshell I should sum up the existing situation as 
follows :—Present-day inductive research on economic data, for 
any of the three main purposes distinguished, becomes increasingly 
expensive, in terms of each competent investigator. It requires 
also voluntary co-operation from active firms, who have unique 
opportunities to supply live data under conditions somewhat 
controlled by the special student—which condition is more 
favourable to the student’s work than if he must depend chiefly 
on material collected once for all by a few central collecting and 
‘* broad-casting ’’ agencies. Research bureaux maintained co- 
operatively by university faculties of business administration 
and economics, and by groups of business firms, are a device for 
supplying both the above needs (money and data), and examination 
of their output indicates that it may become decidedly valuable 
for theoretical as well as practical purposes, provided that these 
purposes are not confused, and that financial support appropriate 
for the one is not expected too largely to maintain the other 


also. 


BIBLIOGRAPHICAL NOTE 

Pending the publication of a comprehensive bibliography 
(by the U.S. Department of Commerce or by some member or 
federation among the bureaux themselves), the student may 
secure from each bureau an up-to-date list of its own publications. 
When bulletins are published at irregular intervals, each bulletin 
usually contains a list of the previous titles and prices. ‘‘ The 
Bureau of Business Research ” is a sufficient address, if not the 
exact title, at the following institutions: Harvard University, 
Cambridge, Mass.; North-Western University, Chicago, Ill.; 
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New York University, New York City; University of Nebraska, 
Lincoln; Nebr.; University of Illinois, Urbana, Ill.; Brown 
University, Providence, R.I.; Ohio State University, Columbus, 
O. Similar to these in its relation to the business administration 
school is the Department of Industrial Research, Wharton 
School of Commerce and Finance, University of Pennsylvania, 
Philadelphia, Pa. The other organisations doing economic 
research, referred to above, which are not administratively 
connected with business administration departments, are the 
Committee on Economic Research, Harvard University; 
Institute of Land Economics and Public Utilities, University 
of Wisconsin, Madison, Wis.; and the Food Research 
Institute, Stanford University, Calif. These three institutions 
last-mentioned all publish periodicals—the Harvard Economic 
Service (affiliated with the London and Cambridge and French 
Economic Services, and supplemented by the quarterly Review 
of Economic Statistics), the Journal of Land Economics and 
Public Utilities (quarterly), and Wheat Studies (ten times a 
year), respectively. The Brown Bureau publishes its Brown 
Economic Service monthly. 

Although the foregoing are the most conspicuous examples of 
their type, nevertheless an investigator who should circularise all 
our leading colleges and universities would discover several other 
similar bureaux; besides a number of somewhat analogous 
services. Several university extension departments, for example, 
as at Indiana University (Bloomington, Ind.), have published 
bulletins on business technique; and the economics or business 
administration staff at Yale University (New Haven, Conn.) has 
some connection with the co-operative research arrangement 
recently formed between the engineering school at that university 
and the Connecticut manufacturers’ association. 

Comparisons of the movement sketched above with develop- 
ments toward institutional research in other fields are exceedingly 
instructive, and might well receive special attention from such 
bodies as our new Social Research Council (of which Professor 
C. E. Merriam of the political science department, University of 
Chicago, is chairman). Special mention should also be made of 
several new institutions for economic and for business research 
which are not outgrowths of universities. Such are the National 
Bureau of Economic Research (New York), which is responsible 
for several volumes on income in the United States and on certain 
aspects of the trade cycle; the Institute of Economics (Washing- 
ton, D.C.), whose large staff has produced such studies as 
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Germany’s Capacity to Pay; and the National Industrial 
Conference Board (New York), which is supported entirely by 
associations of manufacturers and has published in the past six 
years a considerable number of research reports on taxation, 
labour relations, and several other subjects. 
Z. CLaRK DicKINSON 
University of Michigan. 


No. 139.—voL. XXxXv. EE 





A CONTRIBUTION TO THE STUDY OF LONDON’S 
RETAIL MEAT TRADE 


Introduction 


Tue total quantity of meat and allied produce distributed 
from the London Central Markets in 1924 was 480,520 tons, 
which may be accepted as being approximately London’s con- 
sumption of raw meat commodities at the present time. By 
London I mean Greater London, comprising the Administrative 
County and outer fringe of urban districts, which according to 
the census of 1921 contained 7,480,201 persons, a figure which 
at the present time has probably risen to close upon 8,000,000. 

Of the 480,520 tons mentioned, 265,308 tons consisted of 
beef and veal, of which 82-9 per cent. was imported mainly from 
the Argentine; 133,684 tons consisted of mutton and lamb, of 
which 82-5 per cent. was imported, mainly from New Zealand 
and Australia; 50,280 tons consisted of pork, of which 63-3 per 
cent. was imported, mainly from the Netherlands; 18,383 tons 
of poultry and game, of which 31 per cent. was imported, and 
12,865 tons of butter, eggs and rabbits, of which 61-2 per cent. 
was imported. 

The total quantity of butcher’s meat—beef, mutton and pork 
—amounted to 449,272 tons out of the whole 480,520 tons of 
raw meat commodities. Assuming the above population of 
8,000,000, this gives a weekly consumption per capita of 2-41 lbs. 
of butcher’s meat.? 

These figures show the great magnitude of the London meat 
trade and the principal sources of supply. But what I shall be 
most concerned with in this paper is economic elucidation and 
relationships, and therefore I propose to commence with a general 
abstract consideration of the laws of supply and demand, leading 
up to special aspects of the retail trade in particular, which I 
have investigated. 


Supply and Demand 


It will be evident that there are four principal interests 
involved in the London meat trade: the producers of meat, 
the importers, the retailers, and the consuming public. 


1 The annual consumption of beef and mutton (including veal and lamb) per 
head of population during the seven years ended 1920-21 was (a) in the United 
Kingdom 84-95 lbs., (6) in the U.S.A. 85-85, (c) in Australia 179-15 lbs. 
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To the Londoner meat is a physical necessity, and, as I shall 
show later, the demand—the effective trade demand—is relatively 
constant, except for certain well-defined seasonal variations or 
very abnormal alterations in prices or in purchasing power. 
The demand is also relatively inelastic, which means that a 
slight fall in price does not induce a considerable increase in the 
total amount of meat purchased, while a slight rise in price does 
not induce a considerable decrease. In respect of different kinds 
of meat, however, the demand is less inelastic; that is to say, 
if the price of mutton falls relatively to the prices of other kinds 
of butcher’s meat, more mutton (after allowing for monotony or 
the desire for variety) and less of the other kinds will be pur- 
chased. But the total amount of meat bought will be approxim- 
ately the same. This idea of ‘“ substitutes” is fundamental in 
regard to elasticity of demand. It is because there is nothing 
that can satisfactorily take the place of butcher’s meat as a whole 
which tends to render the demand for it relatively inelastic. It 
is, of course, true that poultry, game, butter, eggs, rabbits and 
fish are alternatives, but amongst the working and lower middle 
classes, who are the great consumers of meat, the first four are 
too expensive. Rabbits and fish, to some extent, undoubtedly 
tend to render the demand for butcher’s meet elastic, but not 
to such an extent as to detract seriously from the truth of the 
general assertion that the demand is fundamentally inelastic. 

Similar characteristics prevail in regard to the production of 
meat. The supply is relatively constant week by week. There 
is not, in the production of meat, the same degree of variation 
such as one finds in the case of crops like wheat and cotton. 
The supply of meat is also relatively inelastic. A slight rise or 
fall in the price of beef or mutton does not induce a considerable 
response in regard to the increased or decreased breeding of 
animals, even if this rise or fall be lasting. Any temporary or 
periodic change of price level has practically no effect on produc- 
tion. The reason for this is very evident when one considers 
the nature of the stock-raising business, particularly the fact that 
it takes two years to rear a beef animal. Finally, as in the case 
of the consumer, there are no alternatives open to the producer 
of meat—especially the big Australian sheep-farmer and the 
Argentine cattle-rancher. Agricultural and economic conditions 
are generally such that the producer cannot even gradually 
substitute some other line of production if he finds his business 
unsatisfactory; he cannot, under most circumstances, even 


raise sheep instead of cattle; his only alternative, apart from 
EE 2 
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reduction of costs (which has a marginal limit), is to go out of 
business at a heavy loss.* 

Thus I think it will be evident that we have in the meat 
trade, a trade in which inelasticity characterises both production 
and consumption, and this means that the middlemen—the 
importers and the retailers—have very great economic power. 
Theoretically as a class they can impose upon both producer 
and consumer to the marginal limit that precedes the point 
when one is forced out of business and the other is forced into a 
condition of semi-starvation. 

In practice, however, although this tendency does operate, 
it does not proceed to anything like such serious limits on account 
of competition, and also, one trusts, on account of ethical 
considerations. 

Competition 


As has been intimated, the Central Markets, at Smithfield, 
is the centre of the London wholesale trade, and although there 
appears to be a strong nuclear monopoly in connection with the 
three great importing firms—shown, for instance, by the official 
figures of stall holdings—and although supplies are certainly 
manipulated, yet there still appears to be a considerable amount 
of free play of supply and demand. But quite apart from this, 
the supply, and therefore the price of meat in London, is not 
determined merely by conditions in London, but by the com- 
petition of other consuming markets of the world’s surplus meat, 
for example, the Continent. Again, temporary restriction of 
supplies by exporters abroad may also be a factor influencing 
prices—a measure that has come into vogue in recent years in 
connection with several overseas food-stuffs and raw materials, 
but a measure the soundness of which is doubtful. 

In regard to the retailing of meat in London, observation and 
inquiry lead me to the conclusion that competition of a very 
vigorous nature exists, in spite of the development of “ chain ” 
shops and “chain” shop amalgamations. Furthermore, the 
bulk of the retailers are entirely disconnected financially with 
the importers, the only exception being that of the Vestey 
interest. 

Constancy of Demand 


I have stated that the demand for meat is constant except 
for certain well-defined seasonal variations or very abnormal 


1 Hides and wool certainly strengthen the position of the producer; but 
whether they are main products or by-products, meat is still produced, and must 
be disposed of if possible. 
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changes in prices or in purchasing power. By demand I mean 
the trade, or aggregate effective demand, and when I say constant 
I mean week by week during the year. During the last six 
months, for instance, the maximum weekly variation in the 
weekly supplies of beef has not been more than 4-5 per cent. of 
the weekly average (11,200,000 Ibs.). This feature of relative 
constancy is interestingly demonstrated by Curve 1 in Fig. I, 
which shows the variation in the total weight of meat sold at 
sixty shops continuously operating in the poorer districts of 
London from the week ending July 5 to the week ending Decem- 
ber 27, 1924. In spite of the rise in average selling price from 
8d. per Ib. to 10d. per lb. (Curve 2), a rise, it may be mentioned 
of very considerable importance to poor people, there was only 
a very slight falling off in the quantities purchased. But 
obviously, since the price per lb. rose much more than the quan- 
tities sold fell off, the money paid by the consumers increased 
(Curve 3). Careful comparison will show that there is a distinct 
indication of positive correlation between Curves 2 and 3, which, 
under the circumstances, is only to be expected. It may be 
added that cash register records indicated that during the period 
these curves refer to there was only a very slight increase in the 
total number of customers, so that the rise in sales (Curve 3) 
was not to any extent due to an increased number of purchasers 
buying smaller quantities. In regard to Curve 1, it might be 
fairly argued that this might have risen on the approach of 
winter, if prices had remained low. While there can be no doubt, 
and indeed the curve itself shows that there was some demand 
choked off, yet the curve in a general way and trade experience 
over many years shows that, for a similar number of people, the 
demand for meat week by week is remarkably constant. A 
final point about these curves is that they lend support to the 
theory of inelasticity of demand. The rising price is clearly 
forced upon the consumer. If the demand for butcher’s meat 
were elastic this could not be so easily accomplished. 


Variations 


In spite of its generally constant character, the demand for 
meat in London does vary day by day and also seasonally. The 
principal seasonal variation, both in the poorer and higher-class 
trades, is connected with Christmas. This is shown at the end 
of Curves 1 and 3 in Fig. I. In the higher class trade—the West 
End family butchers and Departmental Stores—demand is 
greater during the London Season (May to August inclusive) 
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than at other times. In the poorer class trade, which is the 
trade that handles the bulk of London’s meat, demand is slackest 
on Bank Holidays—particularly August Bank holiday, which is 
responsible for the drop at the week ending August 9 in Curves 1 
and 3. Apart from these variations we have the fact that in any 
week demand is much greater at the end of the week than at the 
beginning. But this does not apply to the high-class family 
butcher. In the shops I have especially studied the heaviest 
deliveries of meat are made on Tuesdays and Wednesdays, the 
lag between maximum deliveries of meat and maximum sales 
being rendered possible, even in summer, through refrigeration. 
It will not be out of place to mention here that refrigeration 
or cold storage is the physical basis of the meat trade in general 
and that it is largely responsible for the constancy and incon- 
stancy (holding up) of supplies. 

The question as to what extent weather induces variation in 
the retail trade is one of great complexity. Curve 4 (Fig. II) 
shows the variation in London’s weekly mean maximum shade 
temperature from the week ending July 5, to the week ending 
December 27, 1924. Apart from the indication that during the 
first three weeks a hot spell appears to be associated with reduced 
demand, there is no suggestion of any obvious relationship. 
The rising price is, of course, a conflicting factor, but it will be 
noticed that during the period November 15 to December 13 
prices (Curve 2, Fig. I) were practically constant, and that the 
quantities sold and total takings (Curves 1 and 3) were also prac- 
tically constant, whereas the temperature varied greatly. The 
experience in the trade is that week by week weather does not 
have much effect on trade. It must be admitted, however, that 
the data put forward are very limited in extent, entirely due 
to the great difficulty of getting access to figures. The chief 
variation induced by weather is probably of a daily character. 
There may also be a winter and summer variation in normal 
years. On account of Wembley and a bad summer, 1924 was 
exceptional. 

Curve 5 (Fig. II) shows the variation in atmospheric humidity, 
but neither this nor rainfall nor windiness, all of which I have 
studied statistically, appear to have much influence upon demand 
as a whole, week by week. 

A very interesting aspect of trade variation is found to exist 
in connection with the individual shop. Curves 6 and 7 (Fig. 
III) show the variation in the quantities sold during the period 
previously described, at each of two shops, both of which do a 
cash trade. Shop A, however (Curve 6), situated at the corner 
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LogaritHmic Curves or ToTaL WEIGHTS oF MEAT Soup, SELLING PRICE 
PER LB., TOTAL SALES, WEATHER VALUES AND INDIVIDUAL SHOP WEIGHTS 


From week ending July 5 to week ending December 27, 1924. (See text.) 





July Aug. Nov. Dec. 
5 9 Fre. I. 15 27 


Curve 1: Weekly variation in the total weight of meat sold at sixty shops. 
Curve 2: Weekly variation in average selling price per lb. Curve 3: Weekly 


variation in turnover (total sales) at sixty shops. 
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Curve 4: Weekly variation in weekly mean maximum shade temperature 
(Kew). Curve 5: Weekly variation in weekly mean relative humidity (Kew). 
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Curve 6: Weekly variation in weight of meat sold at an individual shop 
selling on an average 2,500 stones per week. Curve 7: Weekly variation in 
weight of meat sold at an individual shop selling on an average 350 stones per week. 

(All the above curves are plotted on the same scale. Equal vertical distances 
represent, not equal absolute increments, but equal proportional increments. 
The curves are strictly comparable, therefore, in regard to rate of increase or 
decrease. The figures at the end of each curve are the index-numbers for the 
last week, taking the first week’s values as 100. This provides a scale whereby 
the percentage increase or decrease can bo determined by inspection at any 


point on the curves.) 
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of Hoe Street and the Lea Bridge Road—a busy suburban centre 
in the north-east of London—sells about 2,500 stones of meat 
per week, whereas shop B (Curve 7), situated in a side street 
between Tottenham Court Road and Portland Place in the West 
End, sells only about 350 stones of meat per week. The weekly 
variation is very considerable and very different in the case of 
these individual shops. It would appear that rising prices 
choked off demand very considerably in the case of shop A, 
whereas in the case of the second shop there was not only no 
diminution of demand but an actual increase. The sudden fall 
at Christmas was probably due to the purchase of poultry at 
another shop (poulterers’). It is hoped that further studies will 
be made of this aspect of variation, for it is of very considerable 
interest and practical importance. Valuable results would accrue 
from the study of a large number of curves of individual shops, 
classifying the curves according to trend and investigating the 
circumstances common to different groups of tendencies. It 
may be mentioned that many factors are involved—the class 
and number of customers, shop management and capacity, 
competition, etc. In the trade, great importance is attached to 
the ability and personality of the shop manager. 


The Source of Profit in the Retail Meat Trade 


The main source of profit in the retail meat trade is centred 
in the circumstance that the consumer is willing to pay, at a 
certain place and at certain times convenient to himself, 25 per 
cent. to nearly 100 per cent. more per lb. for certain parts of a 
carcase of meat, in small quantities at a time, than these parts 
cost per lb. at the wholesale or commercial rate. This wide 
margin of gross profit holds for beef “ cuts ” like topside, silver- 
side, sirloin and rump, and in the case of mutton “ cuts” like 
leg, loin and shoulder. On most of the other “ cuts,’ con- 
stituting 40 per cent. by weight of a dressed side of beef and 
10 per cent. of a side of mutton, there is generally a very con- 
siderable gross loss. At the present time the gross profit on a 
side of chilled Argentine beef weighing 400 lbs., is about 33 per 
cent. calculated on prime cost—gross profit, of course, being the 
difference between total prime cost and total sales. On a side 
of English mutton the gross profit is about 27 per cent. on prime 
cost; on a side of New Zealand mutton, about 17 per cent. 
A group of sixty odd shops engaged in a busy cash trade might 
make a gross profit of £143,000, or 26 per cent. of the prime cost, 
which agrees fairly well with the previous figures. 
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A satisfactory margin of gross profit is general in retail 
trading, especially in the case of multiple or “chain”’ shops. 
But the absolute amount of gross profit naturally depends upon 
the turnover (or total sales). As a general rule this turnover is 
not only very large, but also very rapid in the London retail 
meat trade, except, perhaps, in the case of the individual family 
butcher, who does a slower and smaller trade than the average 
and depends upon a higher rate of profit per lb. He will sell 
beef which is mainly Scotch and net probably ld. or slightly 
over per lb.; whereas in the “cash” or busy working-class 
trade the beef will be almost entirely chilled or frozen Argentine 
on which a profit of 4d. or slightly over will be made per lb. 

A very important source of profit may centre in the buying 
of the meat at the wholesale market. Foresight in regard to 
future (temporary) shortage of supplies of a particular kind of 
meat, if acted upon, may lead to considerable future profit. 
This, under most circumstances, is a perfectly justifiable means 
of securing profit, in contrast to the retailing of foreign meat as 
English, which, although illegal, is frequently practised. 


The Cost of Retailing 


It is quite impossible, on account of the trade’s organisation, 
to give any figure accurately and generally representing the cost 
involved in retailing London’s meat supply. A reliable authority 
has stated, however, that 17-5 per cent. on sales may be accepted 
as a working basis. My own investigations lead me to consider 
this estimate, if anything, rather too high, but so much depends 
upon whether certain items are charged as a cost or to capital, 
that there is very little to be gained by discussing the point. 
In a multiple cash business, wages (of shop managers and assist- 
ants) is the predominant item, being about 8 to 10 per cent. of 
the sales. The chief remaining items, in descending order, are 
carriage (transport of meat from the central markets to the shops), 
head office expenses, electric light and rent. The net profit on 
sales probably lies between 5 and 7 per cent. 


The Organisation of the Trade 


Whatever the public may feel in regard to the profits accruing 
from the distribution of meat in London, the important fact 
must be recognised that the service is thoroughly effective and 
the public well provided for. There are, according to Millman, 
4,000 meat shops in Greater London, and if we take the popu- 
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lation as being 8,000,000, it is evident that, on an average, there 
is one shop to every 2,000 persons. In some very small towns 
one finds a meat shop for every 1,000 persons, which would 
appear, from an economic point of view, to be quite unnecessary. 
In London the meat shops may be classified according to 
(a) ownership, and (5) class of trade. Under (a) we have the 
multiple or “chain ”’ shops, the owner-managed shops and the 
Departmental Stores (meat departments); under (5), cash trade, 
and credit or family trade. The bulk of the London meat supply 
is distributed through the cash trade, and it may be mentioned 
that the Departmental Stores, unlike most shops in the other 
ownership categories, engage in both classes of trade. Of recent 
years the advent of the multiple shop has been a characteristic 
development, and, from the standpoint of efficiency and cleanli- 
ness, it has been a progressive development. Of the total 
number of meat shops in London, the great majority are singly 
owned or consist of small chains of three or four. As regards the 
very large multiple businesses, there are three or four companies, 
financially quite distinct, which operate anything from 40 to 
100 shops each in Greater London. Taking into account the 
operations of the Departmental Stores, it will be evident, I think, 
that the earlier statement as to the existence of vigorous com- 
petition is justified. This competition, moreover, is not confined 
to that aspect of the trade which consists in the operation of 
shops: it holds good in regard to the wholesale purchase of meat 
at the Smithfield Central Markets. Here the retailers or their 
buyers secure their supplies each day, usually between the early 
hours of 4 a.m. and 6 a.m., and these supplies are delivered to 
the 4,000 selling points by the carrying firms mostly in three-ton 
motor lorries at a flat rate fixed by contract. In the case of the 
multiple shops in particular, the energy and organisation needed 
to keep this system moving is very considerable. A great deal 
of the efficiency, however, is due to the organisation and con- 
struction of Smithfield Market itself. This market can take in 
and despatch, if necessary, over 4,000 tons of meat a day. This 
very great capacity is a result, not so much of the absolute size 
of the market, as the large proportion of the floor area set aside 
for open traffic purposes and the great aggregate length of the 
stall frontages in proportion to the total length of the footways 
and pavements. A further point of efficiency lies in the fact that 
the market occupies a central geographical position and that 
London’s main roadways converge upon it. 
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Distribution of Shops 

From the standpoint of both economics and geography, one 
of the most interesting aspects of the London retail meat trade is 
the distribution of the shops in relation to demand and the whole- 
sale market. In practice, demand, which is equivalent to turn- 
over (or sales), is the dominant factor governing the distribution 
of shops; distance from the wholesale market, which involves 
the element of time and cost of carriage, is important but sub- 
sidiary within reasonable limits. Thus, in a well-organised 
multiple business, the annual turnover or sales may be, say, 
anything from £4,000 to £12,000 for a single shop, whereas, 
within limits, the carriage of the meat can be secured at a flat 
rate amounting to about 1} per cent. of the turnover, irrespective 
of the shop’s position. Shops not personally managed by the 
owners, however, have to be constantly visited in connection 
with organisation, repairs and lighting: widely scattered shops 
therefore take up highly paid time, and in view of the fact that 
the large retailers of meat have their head offices at or near 
Smithfield, the distribution of shops in relation to the market, 
though not so important as distribution in relation to demand, 
is nevertheless a factor of considerable economic significance. 

We will consider such studies as I have made in regard to the 
market aspect first. These have not been as comprehensive as 
might be desired, but they are nevertheless of some interest. 
The studies had relation to the shops of a large “ multiple ” 
firm, and two points were investigated: (a) the scatter of the 
shops, and (5) the differences between distance as the crow flies 
(net distance or displacement) and distance (quickest distance) 
by road. As regards (a), the positions of the sixty odd shops 
were determined on a two-inch to the mile map of London and 
these positions transferred to squared paper. By means of the 
formula 
>(mx) — (my) 
Sim) °° Y= “Samy 


x= 


the co-ordinates of the centre of gravity of the distribution were 
determined, x and y being the net distance of each shop (with 
appropriate sign) from the axes, the origin of which coincided 
with the geographical position of Smithfield; while m represents 
the average weight of meat sold at each shop in 1924. The 
co-ordinates obtained were x = — 0-4 and y= 0-5. The prac- 
tical interpretation of this is that Smithfield Market would have to 
be shifted only about 600 yards north-west of its present position in 
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order to be mathematically central in regard to the shops studied. 
It would be of interest to determine the degree of centrality of 
Smithfield for all retailing centres in London. In all probability 
it would be found to be very high. 

Concerning (b), the average excess of road distance over 
“net ” distance in respect of Smithfield was found to be 1-25 
miles, and the range of variation 0-1 mile to 3-40 miles (64 shops). 
Shops located in the same district may vary in this respect 
enormously and the geographical reasons can be readily 
determined. 

Distribution in relation to demand is governed by distribution 
and density of population, purchasing power, standard of living, 
public transport and the presence of other shops. In the cash 
or working-class trade I have found indications of correlation 
between turnover and density plus poverty. That is, the shops 
doing the biggest trade tend to lie in London’s poorest and most 
densely populated Wards. In the case of the shops studied, I 
found no relationship between turnover and “ flow”’ of popula- 
tion, though it should be mentioned that only the presence or 
absence of ’bus and tram routes was taken as an index of “ flow”’: 
pavement counts were not made. 

A characteristic feature of the distribution of London’s meat 
shops is that the cash shops are invariably found in the busiest 
streets of the poorer districts, the high-class family butchers in 
the quieter side-streets of the wealthier districts, while the 
Departmental Stores are found in the busiest streets of the West 
End. Meat shops of the cash type seldom occur singly, but in 
clusters of anything from two to as many as twelve. The meat 
shops of London are not evenly distributed. Four shops of one 
firm may be found quite close together in the same street, all in 
active competition in spite of common ownership. 


The Question of State or Municipal Trading 


Attention has been called to the effective character of the 
London meat trade. A final point to be considered in this paper 
is its general economy and efficiency. Under Organisation 
reference was made to the number of shops in relation to a 
town’s population, and in the previous section the unevenness of 
distribution was briefly noted. May there not be more meat 
shops in London than is economically necessary? In many 
small towns there undoubtedly are, and it may be true of London 
also. The question is a big one and demands investigation. It 
is probable that economies could be effected, not only from a 
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trade point of view, but from the wider aspect of better util- 
isation of the nation’s man-power. This applies to British retail 
trades in general. 

It has been claimed that most benefit would accrue to the 
consumer as the result of Municipal or State trading. The only 
attempt that has been made in this direction on a considerable 
scale is, so far as I am aware, in Queensland, Australia. <A brief 
discussion of this enterprise may be permissible. The Report 
of the State Trade Department of Queensland for the year ending 
June 1924 contains the accumulated profit and loss account, the 
balance sheet and other particulars of the State Butchers’ Shops, 
as well as similar information in regard to other State enterprises, 
including the State Pastoral Stations designed to supply the 
State shops with meat. So far as one is able to judge, the retailing 
enterprise (but not the producing one) is financially and economic- 
ally sound, and, so far as the phrase can be used in regard to 
State enterprise, it has proved a commercial success. The 
enterprise has been in operation for 8} years, and last year there 
were 57 shops open. Meat is sold at from ld. to 2d. per Ib. 
less than the shops run by private enterprise, and the net profit 
per lb. over eight years has been 0-2d. and the profit on turnover 
(sales) 4:05 per cent., against, say, 0-75d. per lb. and 6 per cent. 
in London at the present time. From the fact that the number 
of State shops has increased from 27 to 57 in six years, without 
any great increase in population, would make it appear that the 
shops are popular and that they are tending to take the place 
of private enterprise. But one cannot jump at the conclusion 
that what answers in one place will necessarily do so in another. 
In Queensland, which contains only some 811,000 inhabitants, 
economic conditions are relatively simple, while politically the 
majority of the people are “ socialistic.” Economic conditions 
in London are not simple, and whatever the polls may say, the 
people of London are not socialistic in so far as shopping is con- 
cerned: they are fundamentally competitive and individualistic. 
One of the great difficulties of Municipal shops in London would 
be to give satisfaction. This difficulty would probably arise 
during temporary shortages of supplies, and also during “ rush ”’ 
hours, especially on Saturday morning. In contrasting the 
Queensland State shops with London shops it has to be borne 
in mind that the latter are much more busy than the former. 
I calculate the average number of customers per week per shop 
in Queensland to be 1,237 compared with 3,192 per shop (average 
of ten cash shops) in London. But I think the great difference 
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between the Queensland retail meat trade and that of London 
lies in the fact that Queensland produces all her own meat and 
also exports a large surplus. In London—in England—the 
reverse is the case, and that makes any State interference with 
existing trade extremely dangerous. For the present I think 
the most essential need in regard to the London retail meat trade, 
and indeed all economic questions, is to study them as scien- 
tifically and as impartially as we can, so that we have knowledge 
rather than opinion to guide all concerned in the gradual intro- 


duction of reforms. 
W. R. Duntop 


(The writer is indebted to Mr. F. W. Lawe, B.A. (Cantab.), 
for reading through the manuscript of this paper, and for useful 
criticisms and suggestions in regard to several points of 
importance.) 
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REVIEWS 


Der Wirtschaftende Mensch in der Geschichte. Gesammelte 
Reden und Aufsiitze von Lujo Brentano. 


THESE collected addresses and essays are the work of one of 
the most remarkable and vigorous personalities in Germany. 
Professor Brentano, who is now in his eighty-first year, has 
only recently resigned his Chair at Munich University. He still 
retains all the fire and enthusiasm of youth, nor does age appear 
to have lessened either his capacity or willingness for controversy, 
as witness the very forceful series of articles on the eight-hour 
day contributed in 1923 to the Soziale Praxis and subsequently 
published as a pamphlet. 

Brentano is mainly known to English-speaking peoples as the 
author of a work on the English guilds, which appeared as long 
ago as 1870. In Germany his fame amongst a public, far wider 
than that to be found in academic circles only, rests chiefly on 
his courageous and untiring championship of two unpopular 
causes, which only a bold man would have ventured to advocate 
from his academic Chair in pre-war Germany—free trade and the 
development and recognition of trade unionism. 

The present volume (one of a series in commemoration of 
his eightieth birthday) shows a different side of his activities. 
Here we find Brentano, the economic historian, displaying great 
erudition in his study of the origins and growth of capitalistic 
enterprise. The titles of some of the papers indicate the wide 
field over which he ranges : ‘‘ Ethics and Economics in History,” 
“The Economic Doctrines of the Early Christian Church,” ‘‘ The 
Beginnings of Modern Capitalism,” ‘‘ The Conception and Evolu- 
tion of the Economic Unit,” ‘‘ The Fourth Crusade.” The last 
three papers deal with the relations between Trade, Puritanism 
and the Jews, and the growth of Capitalism. 

There is a distinct unity both of treatment and subject in 
many of the essays, and a good deal of perhaps unavoidable 
overlapping and repetition. 

Brentano’s explanation of the development of capitalism is 
bound up with his conception of the economic units and the 
changes which have taken place therein. In his view the earliest 
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economic unit is the patriarchal family, from which developed, 
on the one hand, enlarged economic units such as the manor, 
the guild, the town and eventually the state, and on the other 
hand, the gradual individualisation of property which led to 
the emergence of the restricted family unit, and, in modern times, 
even to the legal recognition of the right of the wife to own 
property independent of the husband. The normal character- 
istics of the economic unit are that its internal relations are 
governed by tradition and authority, its external relations by 
the economic principle—the desire for the greatest possible 
profit. So long as an economic unit is self-sufficient, as in the 
early patriarchal family or the manor, a communist system 
prevails, controlled and directed by the tradition and authority 
of the head of the unit, but as soon as it ceases to be self-sufficing 
and begins to buy from and sell to external units, the economic 
principle assumes undivided sway. This in turn reacts upon 
the structure of the unit itself and tends to break it up into 
smaller units, each permeated by the economic principle, which 
is itself the essence of the capitalistic spirit. This process is the 
direct issue of trade, which thus appears as the father of all 
capitalism. Modern Capitalism is defined by Brentano as “ the 
capitalism which has developed in the West with the revival 
of the monetary economy in the Middle Ages,” in contrast to 
the economic system of feudalism based on a self-sufficing 
economy (Naturalwirtschaft). He regards the development of 
modern capitalism as the product of these main factors: Trade, 
the Lending of Money at Interest, and War. This thesis is 
defended with much learning and cogency of argument in the 
last three essays, in which he attacks the opposing views of 
Sombart and (so far as the growth of the capitalist spirit is 
concerned) of Max Weber. There is a great contrast in the tone 
of these essays. The views of Max Weber are treated with 
respect, though subjected to a close and reasoned criticism, but 
Sombart’s extravagances are scarified in a brilliant polemic. 
It is unfortunate that Brentano’s references are all to the first 
edition of the Moderne Kapitalismus, since some of Sombart’s 
most daring hypotheses and interpretations are modified in the 
second edition, which appeared in 1922. The main essentials 
of Sombart’s position, however, have been carried over unaltered 
into the second edition. 

The views of Brentano and Sombart diverge fundamentally 
in regard to the sources of modern capitalism. Sombart holds 
that capitalism arose in contrast, not to feudalism, but to the 








—_— Oe OF OWS SE 


Ve ODO mm OD 


> 


corn WV Se re YY fw 


— we Aw we ae ¢ 








1925] DER WIRTSCHAFTENDE MENSCH IN DER GESCHICHTE 431 


handicrafts as exemplified in the guilds, and declares that mest 
even of medieval trade was imbued with the handicraft as 
contrasted with the capitalistic spirit. The essence of the 
handicraft was the acceptance of a customary and traditional 
scale of living, and the dominant thought of every craftsman 
was that his craft should provide a sufficiency of existence in 
accordance with the needs of .his position. Income was limited 
to a traditional expenditure, and neither the trader nor the 
craftsman sought to exceed the established norm. Partly for 
this reason, and partly because of the small scale of trade in 
medieval times, it is necessary to look to sources other than 
those of trade, such as ground rents, luxury, accumulation of 
royal treasure, the exploitation of colonial possessions, etc., for 
the growth of wealth on which modern capitalism was based. 
Brentano holds that this is a completely incorrect interpretation 
of history. Not merely the medieval trader but also the 
medieval craftsman have always, so far as circumstances allowed 
them, been imbued with the economic principle. The craftsman 
and even the trader were, however, constrained by the authority 
of the guilds and of the town authorities to follow certain tradi- 
tional and customary principles wherever they sold inside their 
own economic unit. The city authorities, guildsmen though 
they were, sought to gain the maximum profit obtainable when- 
ever they had to do with strangers, 7. e. with individuals outside 
their own economic unit. Brentano denies that the profits of 
medizval traders were so small that they could not have found 
the basis of a great accumulation of wealth. He points in con- 
firmation to the réle of Venice in the Crusades, and particularly 
the fourth Crusade, from which she drew enormous profits, 
partly from trading concessions extracted from the Byzantine 
Empire, partly from the charter of ships to transport the 
Crusaders, and partly from the participation in the booty which 
the Crusaders brought back with them. He traces the growth 
of the trading cities of Italy—Ravenna, Naples, Amalfi, Pisa 
and Venice—and shows that, in relation to the economic con- 
dition of the time, their trading operations were on a great 
scale and brought them both wealth and power in a high degree— 
all this long before the year 1204, from which Sombart (in one of 
his books) has dated the beginning of modern capitalism. Bren- 
tano’s own conclusions are best given in his own words: ‘ The 
desire for goods in excess of personal requirements is not some- 
thing impersonal which emanates from capital as such. It is in 


the highest degree a personal quality, for it has its roots deep 
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in human nature in that desire, to be found in men of all races 
and all peoples, for distinction and domination. It does not 
appear for the first time in the capitalist epoch; it existed in 
this as in all previous epochs. The change which the existing 
capitalist economy has brought about consists merely in the 
different direction which it has given to this desire. In the 
measure in which trade permeates the other branches of economic 
activity, money, the means of production with which the trader 
operates . . . has become more and more important for the 
other branches, and with it comes the desire for an unlimited 
money profit in the place of the (older) desire for unlimited 
landownership; and in the degree to which trade has broken 
up the old economic units, all the remaining members have been 
seized with the desire for the greatest possible profit.” 

Sombart’s views on the connection between the Jews and 
capitalism are attacked by Brentano with an acrimony that 
seems to indicate a certain degree of prejudice and a scarcely 
open mind on this question. He says of Sombart’s book, Die 
Juden und das Wirtschaftsleben : ‘‘ The book is full of the frivolities 
of an arrogant individual, who, deeming himself to be a super- 
man, blows the. soap-bubbles of his capricious humours into the 
face of his dazzled reader, and in addition demands from him 
that he shall accept his conceits as ‘ irrefutably correct ’ scientific 
statements.” 

Sombart has allocated to the Jews a very special réle in the 
evolution of capitalism. From time immemorial they have been 
the incarnation of the capitalist spirit, a spirit which he explicitly 
declares to be contrary to the natural state of man. The origin 
of this is to be found in the Jewish religion, with its calculating 
contractual conception of the relations between God and man, 
and the dualism of its ethical and worldly codes. To whichever 
land the Jews migrated in Europe, there capitalism and wealth 
soon developed, while prosperity fled from the land which they 
deserted. Brentano, on the other hand, goes so far as to deny 
by implication that the Jews have any special characteristics 
differentiating them from other peoples, above all he pours 
scorn on the theory that they were and have remained a desert 
people. Dualism is to be found in all religions and is not a 
specific characteristic of the Jewish faith. The undoubted 
importance of the Jews in economic development has been due 
to their being always strangers in the lands where they settled, 
therefore usury was permitted to them, nor were they subject 
to any of the restrictions on profit imposed by the guilds, from 
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which they were always excluded. As traders and money- 
lenders, and by virtue of their international connections, they 
were able to amass great wealth and enrich the peoples among 
whom they settled. Their migrations from one trading centre 
to another were rather the effect than the cause of changes in 
commercial prosperity due to underlying economic and political 
force. ; 

Finally, Brentano turns to the views of Max Weber and 
disputes the unique influence on the growth of capitalism which 
the latter attributes to the ethical trading of Puritanism and the 
Reformed Church. While it is true that the Puritans held that 
idleness and luxury, if not actually sinful, were very dangerous, 
and that the certainty of grace lay only in hard and continuous 
work and the accumulation of wealth honestly earned, Weber 
is wrong in supposing that there is any direct connection between 
this teaching and the capitalist spirit. The writings of men 
such as Baxter, Bunger and Benjamin Franklin show that they 
by no means regarded the pursuit of wealth as a thing which is 
good in itself and to be attained for its own sake, but solely for 
the honour and glory of God. The chief characteristics of Puri- 
tanism are to be found, on the one hand, in the condemnation 
of every kind of enjoyment, and on the other hand in the teach- 
ing that mankind was born into the world, not to flee from it 
but to do its duty in it. Teaching of this order has nothing to 
do with the spirit of modern capitalism, even though in practice 
it may have contributed to the growth of wealth and thus helped 
on the progress of capitalism in the countries coming under its 
influence. 

The views of Sombart and of Max Weber as to the origins 
of modern capitalism are familiar to many scholars in England 
and the United States and have found a good deal of credence 
in some quarters in these countries, as well as in Germany. 
The reprinting of these papers is therefore very welcome in that 
it makes accessible the criticism of a learned and sincere exponent 
of what may be regarded as the conservative doctrine on this 
important subject. At the same time, while admitting that 
many of Brentano’s criticisms are well founded, it is impossible 
to deny to Sombart, in particular, a large measure of recognition 
on the ground that his work is the product of a vast amount of 
research into a side of economic history that had been much 
neglected before his books appeared, and that he has thrown a 
flood of light on the history of modern capitalism, especially by 


the emphasis he has given to the influence of war and luxury. 
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The attractiveness of this volume is enhanced by the clarity 
and vigorousness of the style and by the welcome and uncommon 
fact that it is really well printed. The only criticism that must 
be passed on the arrangement of the work is the absence of a 
date to many of the papers—a serious omission when, as in this 
case, they extend over a period of many years. 

C. W. GUILLEBAUD 


Konkrete Grundbedingungen der Volkswirtschaft. Gesammelte 
Aufsitze von Lugo Brentano. (Verlag von Felix Meiner, 
Leipzig. Pp. 505. 12 marks.) 


In this volume four essays by Professor Brentano, previously 
published in German scientific periodicals, are reprinted with a 
few additional observations. Of these, the first three are con- 
cerned with certain basic conditions which govern economic 
development—the nature and origins of the economic structure 
of nations; the theory of wants; the doctrine of population— 
and the last with the evolution of the theory of value. 

In his first essay the writer criticises both the Socialist view 
of the origins of the Volkswirtschaft, and what he terms the 
individualistic-atomistic theory of the Classical School of Econo- 
mists, which regards the national economy of a people as com- 
pounded of the sum of the separate Wirtschaften of the component 
individuals linked together by exchange and the division of 
labour. Brentano argues cogently that the land in which a 
people live, their culture, technique, laws, and State institutions, 
influence and condition their economic activities and cause a 
nation to become an economic unit, differentiated from other 
economic units composed of peoples subjected to different his- 
torical influences and environment. In emphasising the need for 
the study of the historical and other forces which affect the 
working out of economic principles in each country, he supplies 
a valuable corrective to that inherited tendency of English 
economic teaching and practice to treat economic principles as 
though they had universal and uniform applicability under every 
variety of conditions. The main part of the essay, however, is 
devoted to a discussion of the origins of human society, and to 
an attack on the doctrines of Morgan and other distinguished 
anthropologists, who have held that the classificatory system 
denoting relationship, which has been observed in Hawaii, affords 
proof that the original social group was the horde in which 
complete sexual promiscuity reigned. Brentano contends that 
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Morgan’s conclusions do not follow logically from the facts the 
latter describes, and brings forward a good deal of evidence to 
show that the earliest unit is the monogamous family. This is a 
type of speculation, however, which has the dubious merit of being 
completely incapable of proof, seeing that none of the savage com- 
munities of recent times can be regarded as being truly primitive. 
The imposing list of authorities whom the author quotes testifies to 
the extent of his researches, though the absence of certain names, 
notably Frazer, Rivers, Spencer and Gillan, and Strehlow, is 
surprising in view of the importance of their contributions to 
this problem. Although most of his reasoning is based on 
anthropological considerations, he makes a number of acute 
observations, in regard to certain economic aspects of primitive 
life, which should prove of interest to economists and anthro- 
pologists alike. 

In the essay on the “ Theory of Wants,”’ Brentano reveals 
himself an out-and-out utilitarian and adherent of the hedonist 
calculus of pleasure and pain as the mainspring of all economic 
activity. He attempts a classification of the wants of mankind 
in the order of their intensity and gives a high place in his series 
to the desire for distinction. His observations on luxury are of 
special interest, and he performs a service in drawing attention 
to the too little-known essay of Roscher on the ‘‘ Evolution of 
Luxury ” printed in the latter’s “ Ansichten.” It is to be 
regretted that the author should have neglected to notice the 
criticisms urged by most modern psychologists against the 
utilitarian theory, criticisms which have even led to the claim 
being put forward that the whole psychological basis of economics 
requires to be rewritten in the light of the new and fundamental 
importance attributed to instinct as the chief cause of human 
activities. 

Economists generally will perhaps be most interested in the 
long paper on the doctrine of population which amplifies the 
views expressed by Brentano in the Economic Journat of Sep- 
tember 1910. The present paper is furnished with a statistical 
appendix containing a large amount of valuable information in 
regard to movements of population, births and deaths, etc. in 
different countries. The correlation observed for certain countries 
between birth-rates and figures of emigration and immigration is 
specially noteworthy. Brentano shows himself a convinced and 
acute critic of Malthus and the Neo-Malthusians, though it may 
be doubted whether the former really held all the views here 
attributed to him. He brings much evidence to prove that 
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marriage- birth- and death-rates are everywhere lower in the 
more prosperous than in the less prosperous countries, and are 
lower amongst those sections of a people which are relatively 
well-to-do than amongst those which stand low in the scale of 
well-being. He denies that these facts are due to any appreciable 
extent to physiological causes, and holds that they are to be 
attributed to deliberate and voluntary action on the part of 
potential parents, whose rising standards of life, brought about 
by the general increase in well-being during the last half-century, 
have led them to give preference to other wants than those of 
marrying and procreating large families. In championing the 
expansion of prosperity and higher standards of living as the 
predominant and all-important factor influencing the growth of 
population, Brentano does scant justice to other forces. He 
declares roundly that “ differences in race, in religious faith, in 
occupation, in place of residence, and changes therein, which, 
it has been contended, can explain the diminution (of births), 
are seen when looked at more closely to be differences and changes 
in conditions of prosperity.”’ But even if his main thesis as to 
the fundamental importance of prosperity be admitted, it is 
surely true that racial and religious factors, for example, have 
played a large réle in determining the tempo at which changes 
have taken place in different countries, or even within the same 
country. In a curious argument Brentano contends that a 
deliberate restriction of the birth-rate on the part of the working- 
classes would be powerless to improve their conditions, on the 
ground that, except where—as in Australia—Government was 
mainly influenced by Labour, the only result would be the 
immigration of low-grade labour from other countries. A decline 
in the birth-rate, he holds, is only to be achieved by an improve- 
ment in the well-being of these classes, of which indeed it must 
be an inevitable consequence; it cannot, however, be regarded 
as a cause. Brentano fails to throw any light on the important 
question why in almost every country inhabited by people of 
European stock the birth-rate should have fallen steeply since 
the end of the ’seventies of the last century, in spite of every 
variety of social and economic conditions and of very widely 
differing rates of increase of prosperity. In England in particular 
the well-being of the masses had been increasing rapidly since 
the beginning of the second quarter of the nineteenth century ; 
why did the birth-rate only begin to fall continuously after 
18762 Can the sudden spread of the knowledge of means of 
preventing conception, which some writers have suggested as an 
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explanation of the English figures, be regarded as applicable to 
France, where the decline was in process throughout the nine- 
teenth century, or to other countries such as Austria, Hungary 
and Italy? Is it impossible that a change in birth-rates should 
come about independently of a change in prosperity? While 
not giving any definition of over-population, Brentano holds that 
the figures and arguments he puts forward, establishing a causal 
connection between births and prosperity, definitely remove all 
fear of over-population in progressive countries. There remains, 
however, the danger that the nations belonging to the ruling 
European stocks may lose their supremacy owing to the decrease 
in their populations, and may even ultimately die out. He 
regards as the only solution for this ‘an economic policy as a 
result of which a low birth-rate accompanied by a low mortality- 
rate will lead to a greater excess of births over deaths than in 
the more retrograde countries with their higher birth- and death- 
rates.” If European civilisation ever becomes economically 
unprogressive, the danger of the extinction of the present ruling 
races will be a real one. He passes over in silence a number of 
important problems, such as the political consequences, in demo- 
cratic countries, or the eugenic effects of a much lower birth-rate 
amongst the upper and middle classes in all countries than 
amongst the working classes; the possibility that in the course 
of time the birth-rate, even in progressive countries, may sink 
below any death-rate to which it may be possible ultimately to 
attain; and the effects of a low birth- and death-rate in increasing 
the proportion of those who are old and past work to the produc- 
tive part of the population. 

The fourth essay is concerned with the history and evolution 
of the theory of value from Aristotle onwards. The most valuable 
section is that which deals with the pre-physiocratic period. A 
good deal of importance is accorded to the Italian economist 
Galieni, who is described as ‘‘ the most brilliant of all economists.”’ 
The treatment of modern developments illustrates the wide 
divergence between English and German views on this subject. 
The work of Ricardo and the Classical School is taken purely at 
face value as the final and logical expression of the (incorrect) 
objective cost theory of value. Brentano claims for Gossen the 
credit of being the first to formulate clearly the notion of marginal 
utility, and devotes many pages to an exposition of Gossen’s 
views, with which he is in substantial agreement. Of English 
economists, Jevons alone is dealt with at any length, while 
Marshall’s contributions to the theory of value are dismissed in 
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the following sentence: “Since 1869 Professor Alfred Marshall 
taught in Cambridge a theory of value based on the principle of 
diminishing utility.” 

C. W. GUILLEBAUD 


Erotemi di Economia. Vol. I. By Marrseo PanTALEont. 
(Laterza; Bari. 1925. Pp. xi + 382.) 


As he wrote the preface to this book, Pantaleoni was conscious 
of the lengthening shadows of evening. ‘‘ When the fisherman 
draws in his nets, he has finished his day’s work.” But in 
Pantaleoni’s case there is a good take of mista mare. 

He had arranged before his death for some of his writings to 
be republished in four volumes, of which this is the first. The 
second, like the first, is to be theoretical; the third historical; 
the fourth financial and statistical. He belonged to an older 
generation of economists, which was not much vexed by incerti- 
tudes or intellectual hesitations. He followed his teacher 
Ferrara in identifying ‘‘ economic science’”’ with “‘ the theory 
of value,” or, making as he thought some slight concession to 
modernity, with “the theory of economic equilibrium.” He 
and his like recall a saying of Dicey to a younger Oxford don: 
‘“‘T fancy that my generation thought more clearly, if not more 
deeply, than yours.” In prevailing methods of thought there 
is much parallel drift in different countries and in different 
branches of study. 

One of the best essays in this book is that ‘“‘ On the Character 
of Differences of Opinion among Economists.” ‘‘ There are no 
‘schools’ in economics, or, rather, there are only two, those 
who know economics and those who don’t.’”” The former have 
an ever-lengthening tract of road which they can tread in common. 
At the extremities there are controversies, not only in economics 
but in every science. For at the one end lie first principles, the 
basis of individual philosophies, “‘ which in each of us are the 
product of the whole range of our studies and in which echoes 
also our own personality.” And at the other end are “ the 
ultimate problems, which stand at the limits of our knowledge 
and are chosen for attack by each of us according to our special 
talents and genius.” In spite of the progress of medical science, 
doctors often disagree in their diagnosis of an illness and in the 
remedies which they prescribe. It is the same in economics, 
where symptoms are statistical and often hard to read. The 
progress of economics since Ricardo’s day is mainly to be found 
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in the increasing span of our generalisations and in our greater 
capacity to explain economic phenomena. “The differences 
which may be observed between economists are reducible, in 
substance, to this, that all have not the same taste for general- 
isation. They are like people living in the same house, but on 
different floors. Those who live on the top floor do not deny 
the existence of the view which can be seen from the first floor, 
but the converse of this proposition is not always true.” 

In a discussion of the manner in which the history of economic 
thought should be written, Pantaleoni maintains that the 
erroneous theories of the past have no interest for us and should 
be excluded. If, however, such a history is written, not by an 
economist, but by a historian pure and simple, “ then for him 
every fact is of equal value and it would be a demerit to exclude 
false doctrines. Moreover, he cannot tell what doctrines are 
false and what are true, since history throws no light on such 
questions!” This vivacious essay provoked replies, and in an 
appendix to it, written round Cossa’s History of Economic Doc- 
irines, Pantaleoni quotes a letter from Pareto maintaining that 
“the history of past errors is helpful in enabling us to avoid 
new errors springing from the same causes,’ and another from 
Loria who also dissented. He gives a delightful characterisation 
of Cossa, who was one of his own teachers. ‘‘ No man was more 
capable than he of understanding books which he could never 
have written, and of explaining them better than their authors 
could have done. He understood everything, but could produce 
nothing. He had read everything, but he was stricken with 
sterility in the very marrow of his bones. Without ambition 
and without envy, he had only one desire, to be useful to others, 
and especially to the young. To them he suggested theses, he 
lent them books, he gave them money prizes, he secured posts 
for them. His was an admirable character, which is rare in a 
man of science.” 

Pantaleoni’s ‘“‘ Analysis of the Concepts ‘ Strong ’ and ‘ Weak’ 
in Economics,” which is also republished in this book, first 
appeared in the Economic JouRNAL in June 1898. He criticises 
Marshall’s views on the bargaining power of labour and concludes 
that, where contracts, including wage contracts, are concerned, 
it is meaningless to speak of the relative “‘ strength’ or ‘‘ weak- 
ness ” of the parties. “If one party is stronger than the other 
and knows his strength, he will not enter into a contract, but will 
make use of his strength.” This line of thought is typical of 
Pantaleoni. It is no surprise that, in his declining years, he 
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caught the Fascist fever. In the second essay of the present 
volume he notes with contempt that “ nearly all economists 
have been pacifists.”” But “ war is still a normal function of the 
lives of modern civilised societies and can bring, directly and 
indirectly, economic gains which far outweigh their cost.’’ More- 
over, “‘ war, in my opinion, has a cultural and moral effect of 
the first order. It enforces co-ordination and subordination, 
imposes costs and sacrifices, distributes prizes and pains, to the 
exclusion of all ethics, and of all public and private rights based 
on verbal sophistries, or on feelings of individual benevolence, 
or on humanitarian sentiments, which are only signs of weakness 
in the nervous system, or on metaphysical principles, or on 
religious ideas. War recalls to reality the thoughts, the feelings 
and the imaginations of men.”’ The academic life breeds many 
pathological curiosities. This senile Sadism of the study is one 
of them. One would like to think that such sentiments only 
moved his young men to laughter. But it is more likely that he 


helped to corrupt them, and to dig their graves. 
Hueu Darton 


Gesammelte Aufsdtze zur Soziologie und Sozialpolitik. By Max 
Weser. (Tibingen: Verlag von J. C. B. Mohr. 1924. 
Pp. iv -+ 518.) 

TuE first of this collection of essays deals with the action 
and reaction of industry on human life and character. What 
kind of persons, it is asked, does modern industry produce ? 
And on the other hand, how is the development of industry 
conditioned by the racial and social characteristics, by the habits 
and traditions of the working population? After a special 
warning that the method of inquiry must be strictly objective 
and detached, and that results must not be prejudged, Weber 
proceeds to discuss the psycho-physics of the industrial worker : 
the problems of industrial fatigue, of skill acquired by practice, 
of the influence of noise and the effects of monotony. It is 
generally assumed that Anglo-Saxons can endure monotony 
better than the Latin races, and Weber holds that women on 
the whole put up with it better than men, although elderly 
married men appear actually to welcome it, if it be combined 
with a measure of security. The influence of sex, age and family 
are all passed in review. The question of inherited aptitudes 
for certain kinds of manual labour presents special difficulties, 
since what appear to be congenital characteristics are often the 
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results of unconscious imitation. Weber concludes that though 
his observations yield some results, yet much more material 
and data covering a much wider field are required. Since then 
we have seen the rise of the American efficiency engineer with 
his studies in scientific management, the labours of the Industrial 
Fatigue Research Board, and similar statistical investigations 
in the United States and elsewhere, so that Weber’s essay, written 
in 1908, already appears somewhat antiquated. 

The Stock Exchange and the Produce Markets have witnessed 
no such revolution, so that the essay on “ Die Borse,’”’ written 
as long ago as 1894, is by no means out of date to-day. Primitive 
man covered his personal needs by means of his own labour : 
to-day everyone produces what others will consume, and himself 
consumes the product of the labour of countless others. This 
fundamental fact explains the whole development which begins 
with the pedlar and ends with the World Exchanges. With 
surprising clarity and simplicity of language Weber gives a 
detailed account of the working of the Stock Exchange and the 
Produce Exchanges. He describes the British and American 
Exchanges with their onerous conditions of entry and their 
insistence on the personal responsibility of their members, and 
contrasts with these the democratic Continental Exchanges, 
open to any comer, almost to any vagrant in the financial world. 
The Continental Exchanges are the happy hunting-ground of 
the small speculator—out to make a fortune on margins—who 
serves no useful purpose, and whose gains are a needless tax 
on the community. The abuse of a system by individuals, 
however, does not destroy the value of the institution, and 
Weber holds that the Exchanges are indispensable to modern 
civilisation. Strict regulation and a higher sense of responsi- 
bility than obtains in Continental countries are the first desiderata, 
and these are, apparently, not to be achieved by State control. 
The essay ends on a pessimistic note—a powerful Exchange is 
not an Ethical Club, nor is a great Bank a Welfare Institute. 
For this Weber blames the economic struggle between nations. 

The concluding essay is an address on Socialism delivered 
by the author in Vienna in 1918. Until to-day Socialism has 
cheated all its prophets and disappointed the hopes of even its 
most modest votaries. At Brest-Litowsk, Weber maintains, 
Germany was acting in perfect good faith, and even if some 
Germans welcomed Bolshevism as the kind of experiment to 
which they were only too willing to concede an opportunity of 
proving its inherent futility, impartial economists like himself 
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looked on with interest, willing to be converted if the experiment 
should prove successfui. On the subject of Revolution, of 
Communism, and of the Dictatorship of the Proletariat, Weber 
has nothing startlingly new to say. He holds that Socialist 
hopes, however often they may be disappointed, can never 
perish, since every Trade Unionist must, in a sense, be a Socialist. 
But success is not likely ever to be achieved, and Socialism like 
a will-o’-the-wisp leads men on, retreating as fast as they advance. 
H. REYNARD 


Peace and Goodwill in Industry. Three speeches by the Rr. 
Hon. StranteEy Batpwin, M.P., Prime Minister, March, 
1925. (London: George Allen & Unwin, Ltd. 1925. 
Pp. 79. 1s. 6d. net.) 


THOSE whose memories go back to the fight for ‘‘ the docker’s 
tanner ”’ will recall how from time to time the labour struggle 
for better conditions has burst into a storm of revolutionary 
fervour, seeking rather the ultimate transformation than the 
immediate amelioration of society. Mr. Baldwin has done his 
utmost to make a different and better atmosphere in the three 
speeches delivered by him in March, reprinted in this little book, 
and another, delivered at Welbeck Abbey on June Ist, which is 
an inseparable part of the series. These speeches were an appeal 
for ‘‘ peace in the country between all classes of the community,” 
for stability, for confidence, for the ending of suspicion, and for 
the earnest effort of the associations of employers and employees 
to find solutions for their present troubles. They have met with 
a remarkable response, and if the mutterings of the storm have 
not entirely ceased, it must be remembered that the economic 
atmosphere can never be in a state of perfect calm. There is 
a sense, it is true, in which there is a harmony of interest between 
not only employers and employed, but also all classes of the 
community; nevertheless there is a sense in which the interests 
of all classes are diverse. It is in the interest of all that industry 
and trade, production and distribution, should be maintained at 
the highest pitch of productivity, but there is a marked divergence 
of views between manufacturers, merchants and retailers, as well 
as between masters and men, as to the manner in which the 
products of labour and capital are to be shared. In Hegelian 
unity of opposites we may say that within the organic harmony 
there is a ‘‘ war of classes” rather than “a class war,”’ with the 
limited meaning it has to-day, and the warfare is embittered 
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when there are extremists on the one side who, in despair at 
the evils of society, have no other aim than to pull down, and 
extremists on the other who, in their terror of change, have no 
other thought than to keep down. The great middle mass of 
men who are willing to contend without violence and to yield 
or win in gradual change are apt to be unconsidered amid the 
war-cries of the two extreme wings. 

Mr. Baldwin has been accused of seeking stagnation, of desiring 
the perpetuation of things as they are. No charge could be more 
unfair, as these speeches themselves show, where he repeatedly 
and explicitly recognises that industry is in a state of evolution. 
The “ capitalist system ” did not spring fully equipped from the 
brain of Plutus, and it is in our own time that we have seen the 
great change from severalty to concentration in business and from 
unorganised to highly organised labour. Mr. Baldwin, quite 
naturally and properly, lays emphasis on the great benefits 
which have come in the course of this development, while not 
overlooking the evils which, equally naturally, fill the sight of 
their victims. He does not look for a fundamental change in 
the basis of society, but for a closer partnership between employers 
and employed which may put an end to the great economic evil 
of to-day, “‘ that we do not yet produce enough to give to every 
family the standard of life which we should all desire to see it 
enjoy.” 

Greater production depends on greater efficiency, that is, on 
the avoidance of waste. In the circumstances of his speeches 
Mr. Baldwin was mainly concerned with the waste arising from 
industrial strife: “‘ You can,” he said at Welbeck Abbey, “ dis- 
sipate and waste the capital of the country just as much by 
indulging in strife at home as you can by waging war in France 
and Flanders.” But there are other forms of waste, some of 
which Mr. Baldwin has also dealt with. There is the waste 
arising from personal inefficiency and inattention to business on 
the part of employers, on which Dr. Shadwell has written with 
some pungency, and as to which Mr. Baldwin said at Welbeck 
Abbey that “ efficiency and management in this country in most 
industries can be raised ten per cent. very easily, and the effect 
of that on production would be enormous.” There is the waste 
arising from competition between businesses, of which a recent 
example may be found in the address of the chairman of the 
British Oil & Cake Mills, Ltd., on June 15, when he told his 
shareholders that by the amalgamation of their company with 
Lever Brothers, Ltd., they were guaranteed 12} per cent. on 
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their capital, whereas in separate operation they could not look 
forward to more than 8 or 10 per cent. There is the waste arising 
from lack of co-operation between different industries, as to 
which the success of the Deutsche Werfte in securing the Furness- 
Withy motor-ship contracts has taught us some lessons. There 
is the waste arising from speculation, whereon the chairman of 
the United Premier Oil & Cake Co., Ltd., may be quoted. 
“‘ Speculation,” he said (June 17), ‘‘ probably without precedent, 
in the commodities which we handle has made it most difficult 
to run our business on ordinary commercial lines. If we cannot 
check speculation in the raw material, I do think that by careful 
collaboration with others a considerable check can be placed on 
speculation in our products.” Finally, not to extend the list 
too far, there is the waste arising from under-payment and un- 
employment, both of which sap the efficiency of the work-people 
affected. 

Mr. Baldwin has repeatedly urged the inevitability of further 
combination in industry; most notably he said at Welbeck 
Abbey: “ Businesses in the same trade will have to come 
together, they will: have to concentrate on modern plant, they 
will have to scrap the old, and nothing but the using of the best 
brains among them and the best endeavours on the part of all 
concerned will enable us to pull through these times.” Such 
concentration cannot be limited, must not be limited, to the same 
trade, but there is one important consequence which is often 
overlooked. Family businesses which do not perish generally 
reach the company form, whether in an amalgamation or not. 
For the first period in the new organisation the old owners 
usually reserve control to themselves by retaining a governing 
proportion (not necessarily a majority) of the shares, and the 
outside investor who comes in has little power. Gradually, how- 
ever, the family holdings are dispersed and the company may 
be owned by some thousands of investors wth scanty opportunities 
and scantier means for forming business policies. Sovereignty 
cannot reside in a mob-meeting and much less in the scattered 
items of a mob. In such circumstances how is the paid manage- 
ment to be inspired, how is it to be controlled? Is the Board 
of Directors to be appointed by an organised minority who have 
seized power at a members’ meeting, or is control to be secured 
by piratical raids on the Stock Exchange? Mr. Baldwin gave 
a useful definition of the function of industry in the modern 
State when he said: ‘It is to produce and to distribute goods 
and services which are wanted by the community, and to do 
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it in such a way as to react most favourably on the livelihood 
and the life of all concerned.” Hitherto this function has been 
in the hands of owners of capital who were at the same time, and 
in virtue of that ownership, the directors of industry. To-day, 
the ownership of capital tends to be divorced from direction of 
industry, which is entrusted ever more and more to paid managers. 
This is a problem which must affect those meetings of the 
associations of employers and men which Mr. Baldwin desires to 
see to-day; it must still more profoundly affect that “close 
partnership ” which he expects to be the industrial form of the 
future. Trade union rules, the relations of wages in different 
occupations, the publicity of costs, the monotony of division of 
labour, ‘‘ taking the workers more and more into consultation in 
matters of routine management through the works committees ” 
—these are all important questions which will not be solved in 
one meeting, and while employers and men are solving them, 
economists would be well advised to give some attention to the 
greater and more subtle change in the form of capital. If busi- 
ness is to abandon the policy of “anyhow” it must have the 
support of sound economic analysis. 

It is a great advantage to have the three March speeches in 
such a compact and, to use an abused word, elegant form, and 
an appeal may be made to the publishers to include in future 
editions the Welbeck Abbey speech, in some respects the most 


important of the series. 
H. W. Drostan 


The Theory of the Leisure Class. By THORSTEIN VEBLEN. 
(London: George Allen & Unwin, Ltd. 1924. Pp. viii + 
404.) 


Tuts book was originally published in 1899, since when it 
had been reprinted nine times. “A Theory of the Leisure 
Class’ would perhaps have been a more appropriate title than 
“The Theory,” since Mr. Veblen does not discuss or refer to any 
theory other than his own. The institution of a leisure class, 
he tells us, has emerged gradually during the transition from 
primitive savagery to barbarism; its conditions are a predatory 
habit of life, and a climate sufficiently generous to enable a con- 
siderable portion of the community to live on the proceeds of 
the labour of the remainder. The leisure class lives by owning, 
first women, then slaves and finally material goods. Since 
individual powers of consumption are limited, the real motive 
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at the root of ownership is emulation, and on this basis Mr. Veblen 
explains all the characteristic vices—there are no virtues—of the 
leisure class. Conspicuous leisure involves not only abstention 
from every form of useful activity, but, in order that wealth 
and power may be placed in sufficient evidence, the acquisition 
of useless and expensive habits. Such are manners, breeding, 
polite usage, decorum, etc. Further refinements are vicarious 
leisure and vicarious waste, such as the extravagance of a rich 
man’s wife and daughters and the idleness of his servants. 

Mr. Veblen has no difficulty in showing that the canons of 
taste of the leisure class are wholly pecuniary. Elegant dress 
is par excellence the insignia of leisure. Women’s dress is obviously 
designed to ensure the maximum of hindrance to their activities : 
the Chinese practice of foot-binding, though Mr. Veblen does not 
mention it, is the supreme example. The cap and gown of the 
University student and the cassock of the priest are expressions 
of the same pecuniary culture. 

The characteristic occupations of the leisure class are explained 
as expressions of predatory emulation. Their addiction to sport 
is a survival of the predatory stage of culture; the gambling 
spirit pervades the sporting element, and shades off insensibly 
into the frame of mind which finds gratification in devout 
observances. 

There is naturally no suggestion in this tale of unrelieved 
gloom, of any service rendered by the leisure classes, nor any 
indication why the community should have continued so long to 
tolerate their existence. The whole treatment of the subject, 
and even more the style in which it is written, must make it 
most acceptable reading to the exponents of the class war. 

H. REYNARD 


Les Théories Economiques et Sociales de Thorstein Veblen. By 
WituraM Jarré, B.A. (Paris: Marcel Giard, 16 rue Soufflot 
et 12 rue Toullier. 1924. Pp. 187.) 


Tuis book is intended to introduce to French readers a 
prominent American economist whose works have so far not 
penetrated into the libraries of Paris. The writer gives an 
admirably lucid account of Veblen’s main theories, and allows 
himself only two criticisms. The first, that the work appears 
entirely devoid of plan, he counters by discovering a guiding 
principle, a system of interpreting economic phenomena. Veblen 
is an uncompromising opponent of the classical political economy, 
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holding that classical theories are incapable of explaining modern 
economic tendencies, and that the marginal theory of the more 
modern school has not succeeded much better. 

In the days of Adam Smith the small, privately-owned busi- 
ness was still in vogue, the master of workshop or factory supplying 
both the brains and the capital, and making an honest living by 
supplying goods at a price determined by their labour cost. 
To-day there is no relation between labour and cost price, which 
is entirely dependent on “ what the Traffic will bear.” Industry 
is so inordinately productive that it is for ever in danger of 
producing more than it can sell at a profit, and restriction of 
output becomes the manager’s paramount consideration. 

The subordination of industry to financial interests is thus 
the chief vice of the present order. The second is the control 
which big business has acquired over the instruments of pro- 
duction. In the handicraft age every artisan could own his tools 
and possess his soul. To-day the production of goods involves 
the use not only of heavy machinery but of specialised knowledge. 
The processes and their working are our social heritage, but 
they are inseparable from the instruments which have fallen 
into private hands, and the owner is therefore in a position to 
exploit the common heritage to his own advantage and to the 
detriment alike of wage-earner and consumer. The third vice 
inherent in our system is the manufacture and inflation of 
credit by the financier, which completes the divorce between 
industry and finance. The financial value of a business concern 
is not the sum-total of its assets, but the capitalised value of 
its probable yield. In general the tangible assets cover little 
more than the Debentures and Preference Stock of a company, 
while the Ordinary Stock depends for its value on the mere 
capacity to sell. The net result is an appalling waste, and big 
business grows rich while men are starved of goods. 

The above is a dispassionate statement of the main theories, 
expounded by no means dispassionately in Veblen’s writings. 
Mr. Jaffé pays due tribute to the merits of the work without 
claiming too much originality for his author’s theories. “ The 
Theory of Business Enterprise” and ‘‘ Absentee Ownership ”’ 
are obviously influenced both by Marx and by Sombart. Veblen’s 
“instinct of workmanship ”’ is clearly William James’s “ instinct 
of constructiveness ” in an economic setting. The most original 
portion of Veblen’s work is no doubt the opposition which he 
finds between production and finance, between the interests of 
the community and the methods of big business. Mr. Jaflé 
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neither criticises the premises on which the reasoning is based 
nor questions the conclusions. Nor again, beyond a casual 
mention of the fact that Mr. Graham Wallas dislikes Veblen’s 
irony, does he make any reference to the concentrated venom 
of Veblen’s writing. But the average reader needs a walk in 
the sun to clear his head of sulphuric acid fumes between every 
two volumes. A single criticism ends Mr. Jaffé’s study. In 
spite of the ferocity with which Veblen attacks the present order, 
he has no remedy or constructive proposal to offer. Production 
should be in the hands of technicians, and a Soviet of technicians 
must replace the existing Soviet of Finance. But how the tech- 
nicians shall be chosen, to whom they shall be responsible and 
how they shall be financed—of this there is no hint. 
H. REYNARD 


From Capitalism to Freedom. By H. W. Parkinson. (Sydney : 
Workers’ Trustees. 1924. Pp. 225. 5s.) 


Txis volume, the work of an Australian writer, has features 
deserving commendation; the chapters on the history and 
evolution of Industry and on the philosophy and palliatives of 
Capitalism are distinctly useful. Under the heading ‘‘ A Study 
in Marxian Economics,” Marx’s teaching is revived and com- 
mented upon for the purpose of its “ clarification and modernisa- 
tion.” But, agreeing as we do with Mr. Ramsay MacDonald’s 
declaration, that Marx’s logical view of the State is ‘‘ unreal, and 
his conceptions inadequate in relation to modern thought,” we 
cannot regard the present attempt at rehabilitation as successful. 

In our author’s view Capitalism is deemed an ineffective 
system both in the way of producing and distributing wealth ; 
it develops a functionless parasitic class, fosters class prejudice 
and class war, develops a ruling and in consequence a ruled 
class, and also promotes Imperialism and causes international 
war. The crux of the present economic problem is, ‘‘ how to fix 
prices on real cost,’’ and the remedy for dislocation “‘ is to be found 
in Guild Socialism.” And again as to “ freedom,” “‘ we may—we 
must—expect the development by society of an economic organ, 
and in Trade Unions we see the embryo of such an organ.” Com- 
mittees will determine the policy of Industry. The performance 
of definite duties will be in the hands of individuals, though “ team 
work will be possible, but will be co-ordinated.” Everyone will 
have a voice in determining the conditions and surroundings of 
his work, and will be able to choose the kind of work he prefers, 
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the rate of pay to be fixed by “social evaluation,”’ until “ through 
industrial democracy economic freedom is assured.” The inter- 
national control of industry, “ though as yet in the future, is cer- 
tain of fulfilment.” But if all men are to work hereafter, one may 
perhaps ask the question, since labour is exerted on different 
planes, what measure of the intensity, duration, and efficiency of 
labour will ultimately be insisted upon? Is it any reply to point 
out, generally, as we may, that Australia claims to have increased 
its private wealth from pre-war £325 per head to £400 per head of 
population in 1921. 

Mr. Parkinson regards State railways, municipal services, etc., 
as examples of “a spurious Socialism.”’ Thus the typical State 
railways of Australia “are nationalised, but they are not socialised, 
and they are certainly not owned by the people of Australia, who, 
in fact, only hold the equity of redemption. They belong— 
except nominally—to the British capitalists who advanced the 
money which enabled the railways to be built.”” We may ask, 
however, where and how British capitalists have any control over 
the management and returns of the State’s railways. As Mr. 
G. D. H. Cole admits, Trade Unionism exists to carry on the class 
struggle, and “ if industrial democracy is the end in view, Labour 
has a long way to go, and must set its own house in order before it 


can hope for any great success.” We cannot help regarding as still 
doubtful the author’s conclusions that Australia has a legislature 
ready to enact communal ownership, that capitalists are mere 
creatures of circumstances, for whom it is only right and fair 
that the “ revolution ” should be made as easy as possible. 

A. DuckwortTH 


Wages and Profit-sharing, with a chapter on Indian Conditions. 
By R. N. Gitcurist, M.A., Labour Intelligence Officer, 
Bengal. (University of Calcutta. Pp. 422.) 


Part I of this book reviews various methods of industrial 
remuneration. The case for and against the Time Wage, the 
Piece Work Wage, the Premium Bonus, Scientific Management 
and other systems of payment are fairly stated. 

Part II gives a useful account of many Profit-sharing and 
Co-partnership schemes, coupled with a reasoned statement of 
the difficulties which accompany this method of advance towards 
the solution of industrial problems. Profit-sharing and Co- 
partnership are, we are told, the ‘ outward and visible signs of 


the yearnings of capital and labour to find peace and good-will.” 
aa 2 
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Part II is perhaps the most interesting and useful section 
of the book, dealing as it does with the general conditions of 
labour in India. It shows how different the problem is as 
between the East and West, and illustrates the danger of assum- 
ing that things called by the same name mean the same thing. 
A Trade Union in India is at present a very different thing 
from what it is here. The officials of the Unions do not corre- 
spond with the responsible heads of British Unions. They are 
often, it would appear, mere adventurers, here to-day and gone 
to-morrow. The reasons often given for striking, the average 
workman in Great Britain would laugh at. To students not 
acquainted with industrial conditions in India, this section of 
the book should be very helpful. 

Henry VIvian 


Sharing Management with Workers. By Bren M. SELEKMAN, 
Department of Industrial Studies of Russell Sage Foundation. 
(New York. 1924. Pp. 141. $1.50.) 


Tuts is a study of the partnership plan of the Dutchess 
Bleachery Works, Wappingers Falls, New York, and describes 
how step by step a scheme for enabling the workers to participate 
in the management and profits of the enterprise has been developed 
since 1918. 

It is one of the largest mills of its kind in the country, and 
employs about 600 workers, 450 being men and 150 women. A 
considerable proportion are Italians. The workers now share in 
the conduct of the business through three Boards—the Board of 
Operatives, the Board of Management and the Board of Directors. 
They share in the financial results through the net profits of the 
Company being equally divided between stockholders and 
operatives. Net profits are arrived at after meeting the operating 
and other costs, the payment of the market rate of wages and 
6 per cent. to stockholders. Two Sinking Funds are created 
prior to the division of profits, one to assure the income of the 
stockholders, the other to assure half-time wages for the oper- 
atives during periods of unemployment and business depression. 
The plan was not put forward as a substitute for Trade Unionism, 
and in practice friction with the local branch of the United 
Textile Workers has been avoided. The Company say that 
“there has been no question about the response of the workers 
to any reasonable demand made by the management to increase 
the efficiency of the industry.” HENRY VIVIAN 
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Quelques considérations au sujet de la construction des nombres 
indices des prix et des questions analogues. By C. Grint (in 
Metron, Vol. IV., No. 1). 


PROFESSOR GINI starts so many hares in this study, which 
occupies the greater part of the issue of Metron of August 1924, 
that it is a matter of great difficulty to know which he is following 
in particular passages, a difficulty which is enhanced by the 
absence of any clear scheme of cross-reference, and by the use 
of the same symbol A’ for two quite different formule on pp. 56 
and 84. These obscurities account for the delay in noticing 
what is in some respects an important contribution to the study 
of the fundamental conception of index-numbers of prices. 

Perhaps the clearest statement of the problem which Professor 
Gini sets out to solve is given on p. 95, of which a free trans- 
lation is as follows: ‘‘ The object of the inquiry is to determine 
how a certain magnitude, whose variations depend on two groups 
of circumstances, would have varied from one given year to 
another, if only one group had varied, by isolating directly the 
variation determined by this group and indirectly that deter- 
mined by the other group.” This is called the method of 
elimination. The two groups in the principal study are prices 
of commodities and quantities of commodities. The magnitude 
whose variation is to be determined is the inverse of the purchasing 
power of money. Especially in the earlier part of the study the 
method of elimination is treated so as to include other mag- 
nitudes depending on other groups; for example, the death-rate 
of a community which depends on age distribution and on death- 
rates at special ages. To a certain extent it is illuminating to be 
shown that the same algebraic formule can be used to express 
so many diverse conceptions; but the method obscures the main 
problem, in which (as the author abundantly proves) the idea 
of the marginal utility of money and the effect of a change in 
the quantity of money in circulation are involved, while there is 
nothing closely analogous to these in the other measurements 
discussed. 

It is recognised that some purposes for which price indices 
are constructed do not involve the isolation of variations in 
quantities and therefore do not fall within ‘‘ the domain of the 
methods of elimination,’ but ‘‘ these are less frequent and less 
important than many authors think ” (p. 26). In this connection 
he criticises the use of an unweighted index for M. March’s 
“index monétaire.” Though at any one date the marginal 
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utility of money may be assumed to be the same in respect of 
all commodities, yet it cannot be supposed that its change from 
one date to another is the same in respect of all commodities ; 
consequently the nature of the variation ought to be considered, 
and it is not reasonable to expect the variations of marginal 
utility to be eliminated if they are correlated with the quantities 
purchased. In fact it ought not to be assumed that an increase 
of the currency in circulation affects all prices equally or with 
such inequalities as are eliminated by a process of averaging. 

Some system of weighting is therefore necessary. But a 
system of fixed weights, applied to two years or a succession of 
years, “implies an absurdity. It would be absurd in principle to 
find out what a total of values would become if the prices only 
varied, while the quantities remained constant” (p. 80), when, 
in fact, the prices influence the quantities and the quantities 
influence the prices. Surely at this point we should have expected 
that Professor Gini would have put aside the elaborate analysis 
(pp. 21 to 80) of index-numbers with fixed weights; instead of 
doing so, he pursues it further, and finds other causes of failure 
to arrive at an ideal solution. 

In this pursuit, which is developed in pp. 81 to 134, a number 
of conditions are laid down that should be fulfilled by an index- 
number of prices as defined above in “ the object of the inquiry.”’ 
On p. 97 we find (i) that Paasche’s and Laspeyre’s formule ought 
to give the same results, (ii) that the index should be reversible 
between one year and another, (iii) that the change from one 
year to another should be obtainable by two steps, depending 
respectively on a change of prices and on a change of quantities. 
On p. 107 (ii) is modified so that the change from year (a) to 
year (c) is the reciprocal of the combined changes from year (c) 
to year (b) and year (b) to year (a); “ condition circulaire ”’ (iii) 
is modified also so as to give a “‘ condition de la décomposition 
graduelle des causes,’’ and (iv) is added so that the measurement 
of year (c) relative to (a) is the product of the measurements 
of (c) relative to (b) and (b) to (a)—“‘ condition transitive.”’ These 
conditions are numbered differently on pp. 105-6 and two others 
are added, called the condition of ‘“‘ permanence des totaux ”’ 
and the condition of “ invertibilité.” None of the formule 
examined satisfy all these conditions. Professor Irving Fisher’s 
*“‘Tdeal Index-number ” is commended, but not principally on 
the grounds on which it is established in The Making of Index- 
Numbers (p. 104). On the whole Professor Gini seems to prefer 
a development of the ‘‘ Ideal Index-number,” by which it is 
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formed separately for several pairs of years and the geometric 
mean of the results taken. This satisfies at least the conditions 
“ transitive,” “circulaire,” ‘‘ reversibilité’’ and (iv) modified. 
It is, however, very laborious to compute, and one may add that 
the data for it are in practice unattainable. 

In this formula we have passed from the method of fixed 
weights, to which our author ‘appeared to intend to confine him- 
self on p. 85, but we have not obtained a formula which is applic- 
able to the case where the quantities are necessarily connected 
with the prices. 

On p. 139 Professor Gini returns to the consideration of the 
change in the marginal utility of money. His analysis is in- 
conclusive and no clear means of measurement is given, but it 
is suggested that the weighted average, in which the quantities 
of goods consumed in the second year in question are the weights, 
is preferable to an unweighted average. LEarlier in the book he 
seems to regard this measurement, and the companion one in 
which the quantities in the first year are used as weights, as 
limits within which the true measurement lies. 

This searching analysis then leads to quite inconclusive results. 
Even if the purpose of an index-number had been clearly defined, 
it would appear that the relevant facts cannot be known, and 
that no single formula can be devised that satisfies all the con- 
ditions that appear reasonable. It seems necessary, therefore, 
to follow the line of attack that Professor Gini and Professor 
Irving Fisher neglect, namely, that in which the precision of the 
estimates is examined by the theory of probability, and in which 
dependence is placed on the elimination of variations. The 
essential difficulty on this line is the disturbing effect of corre- 
lation between the changes of price and the changes in quantity. 
This difficulty Professor Gini appears frequently to consider, but 
turns away before it is surmounted. 

It is more than possible that the author’s treatment has been 
misinterpreted in this review, for the resaons stated at its com- 
mencement. If so, apologies are due to him, and it is to be 
hoped that he will take some opportunity of expressing his main 
conclusions concisely and in a form that cannot be misunderstood. 

A. L. BowLEy 
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Das Geldproblem in Mitteleuropa. By Dr. ELEMER HANTos, 
former State-Secretary for Commerce in Hungary. 1925. 
(Jena: G. Fischer. Pp. 162 in great octavo, with one 
table.) 

Pror. Hantos is convinced that the many unnatural frontiers 
in present-day Europe must be neutralised by agreements for 
the regulation of commerce, traffic and currency. His present 
volume is an enlarged edition of a memorandum drawn up by 
him to the Economic Committee of the League of Nations, and 
deals with the development of the European currencies since 
1914, the actual monetary problems of the Central European 
States and a forecast of the future. 

In four chapters Prof. Hantos describes the inflation in 
Germany, Poland, Austria and Hungary. On Germany a policy 
of inflation was forced first by the policy of compliance, then 
by that of passive resistance against the constant menaces and 
pressures of France. The only limit to the pace was set by 
the complete derangement of German economic life. The cur- 
rency troubles of Poland can be traced back to budget difficulties. 
For many years Poland gave the impression of an economically 
very badly administered State. Inflation in Austria was not due 
to any external political cause and was not only provoked by 
the State alone, but by the passivity of all its public and private 
enterprises. In Hungary inflation has prevailed longest and has 
presented itself in most varied forms. Nevertheless it has been 
less intensive than in its neighbour States and never reached 
their catastrophic conditions. The private claims surpassed 
there those of the State. 

A large part of the book is devoted to currency reconstruction. 
The author recognises the conscientious and energetic action 
of the Czech Government in the matter of the rate of exchanges. 
In Germany a currency organisation was created, which in its 
construction and activity bears the stamp of an economically 
and politically defeated country. Stabilisation and currency 
reform in Austria became an example which was followed else- 
where, and especially in Hungary. Concerning this last country, 
the author can state with satisfaction that his idea of the equal- 
isation of the Austrian and the Hungarian crown was carried out 
through an agreement made between the Bank of England and 
the National Bank of Hungary. The new Polish currency 
system, as well as those of Yugo-Slavia and of Roumania, form 
the subjects of some critical considerations. 
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Setting forth the fundamental principles of currency recon- 
struction in Central Europe, Hantos points out the measures 
which in the various Bank Acts aim at the prevention of a new 
inflation, and adds that the Note Banks in Germany, in Austria 
and in Hungary will be the central organs of the financial sanation 
of these States. 

Considering the problem of new gold standards in the Central 
European States, he asserts that the systems proposed by Fisher 
and Keynes, which aim at a more perfect solution of the problem 
by leaving the gold standard behind, are in the present state of 
finances impracticable. The shortcomings of the Index system 
led elsewhere to the rejection of similar attempts. The weak- 
nesses of this system would be fully understood in Hungary, 
where for the sake of currency stabilisation the introduction of a 
reckoning unit based on index figures has been attempted in 
the form of a “ saving-crown”’ standard. 

In these times very few States can afford the introduction of 
a real gold standard. Therefore the future currency of Central 
Europe can only be a standard with a “ gold nucleus,” which 
will be fit to regulate the circulation with a suitable reserve of 
foreign gold currencies. Already various forms of such currencies 
with a gold nucleus are realised in different countries of Central 
Europe. 

But as territorial units the Successor States of the late Austro- 
Hungarian Monarchy are too narrow, too incapable of self- 
support, and their institutions too lacking in traditions to main- 
tain durably separate currencies. The foundation of a currency- 
convention by those six Successor States is therefore the only 
way leading to a satisfactory end. Such a convention would 
give the currency a basis of one million square kilometres with a 
population of 90 millions, and secure it a territory extending far 
beyond the boundaries of the late Monarchy, including the major 
part of Central Europe. A currency-union would not require 
any common Bank-of-issues. The author recommends a system 
consisting of a trust of Banks-of-issue, leaving quite untouched 
their separate economic policy, their separate discount policy 
and their separate foreign-currency policy. One single organ 
would be necessary to control the management of the Banks, 
such as at present is represented in Austria and in Hungary by 
the Financial Commission of the League of the Nations. The 
duties of this Organ of Control could be undertaken for entire 
Central and Eastern Europe by the Bank of England. 

In reality such a pure and simple currency-union has hitherto 
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never existed. In Central Europe, however, the question is just 
how States, independent politically, but dependent economically, 
can be united in a currency organisation assuring their full 
political sovereignty without developing an economic subserviency. 

Instead of a Convention of all the Banks-of-issue according 
to the scheme of the Genoa Conference, which would signify the 
delay of the reconstruction of Europe to a very late date, the 
author recommends the union of the Banks-of-issue of Central 
Europe. Such a union would suppose the stability of the different 
national currencies and the adoption of a common standard. 
This stability was attained in 1924 throughout Central Europe, 
except in Yugo-Slavia and in Roumania. With regard to the 
common standard, the author puts a plan which coincides with 
the decimal system of gold. 

In an Appendix the reader will find highly instructive statistical 
data throwing light on all the economic problems connected with 
currency; the circulation of banknotes, the rise of prices, over- 
industrialisation and over-capitalisation of the various Central 
European States are clearly set forth. 

EvGENE SCHWIEDLAND 


Principles of Foreign Trade. By G. E. Grirrin, Ph.D. (New 
York: The Macmillan Co. Pp. 348.) 


Domestic and Foreign Exchange, Theory and Practice. By Ira B. 
Cross, Ph.D. (New York: The Macmillan Co. Pp. 572.) 

A Neglected Point in Connection with Crises. By N. JOHANNSEN. 
(New York: The Bankers’ Publishing Co. 1908. Pp. 194.) 


Dr. GriFFtIn’s book is mainly descriptive of the machinery of 
foreign trade, but includes a clear account of the fundamental 
principles of the theory. There is nothing novel in the theo- 
retical discussion, but the author may be commended for clear- 
ness and simplicity of exposition. Like all expounders of the 
elementary theory, he has to take a hypothetical case of two 
nations, in his case usually the United States and Japan, and 
he works out arithmetical illustrations. He assumes as a rule 
the gold standard and he has not much to say about inconvertible 
paper currencies, 

On page 26 there is a passage which is ambiguously phrased : 
“It appears, therefore, that, under the assumed conditions of 
two countries trading exclusively with one another in two pro- 
ducts, two conclusions are justified; first, the products will 
come to exchange for the one for the other without the necessity 
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of a movement of gold; ...’’ A reader who had not studied 
the preceding pages would suppose this to mean that the process 
of price adjustments leading to exchange would take place 
without necessarily any movement of gold. That, however, is 
clearly not what is meant; the author means to say that when 
the necessary price adjustments have taken place in consequence 
of the movements of gold, exchange will then continue without 
further movements of gold. 

The discussion of Free Trade and Protection is on the orthodox 
economic lines. The author does not, however, go into all the 
difficulties. He would not satisfy people who start with the 
supposition that a substantial amount of unemployment is the 
normal rather than an exceptional state of things. He also does 
not consider whether an improvement in the terms of exchange 
on which non-protected imports are obtained, which may result 
from a restriction due to a tariff on some imports, may offset 
loss due to less economic use of labour in the protected industries, 
although he has clearly explained that the advantage of foreign 
trade lies in the diminished labour cost of imports. That ques- 
tion, however, would perhaps be beyond the scope of a book 
which is simply expounding the more elementary principles. 


Dr. Ira Cross’s book, to a large extent, covers the same 
ground as the preceding, but considerable attention is devoted 
to the machinery of domestic exchange in the United States, 
and the details of foreign exchange are dealt with more elabor- 
ately. The book is of interest more particularly to those who 
are engaged, or likely to be engaged, in practical banking, and 
is intended especially for American readers. 

The reader will find a very full discussion of the relation 
between the rates for long and short bills, as affected by differ- 
ences in the discount rates in two countries. There is also a 
long chapter dealing with exchange relations between the United 
States and silver, gold exchange and paper currency countries, 
and a narrative of the exchange and gold movements as affecting 
particularly the United States from the outbreak of the war. 

There are reproductions of numerous forms connected with 
both domestic and foreign exchanges, and many charts showing 
the fluctuations of rates of exchange, both pre-war and during 
and since the war. The book is certainly a great compendium 
of detailed information and should be useful for reference. 


Mr. Johannsen’s work is specially concerned with the question 
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what happens to savings during a period of depression. It is 
always difficult to say, so long after the book was written, how 
far the author contributes anything new to the study of the 
causes of business fluctuations. Even if it were published now 
for the first time, however, the author would have some justi- 
fication for saying that this particular point has not been quite 
adequately dealt with. 

To put it briefly, his main thesis is that whereas in times of 
good trade saving is mainly for the purpose of creating new 
wealth, in times of depression it mainly results in mere transfer 
of wealth to those who are in a position to save from those who 
are forced to sell property of all kinds at a sacrifice. There is 
doubtless a substantial amount of truth in this and it is important 
that it should be recognised. It is not so clear, however, that 
this fact is in any way a cause or explanation of the occurrence 
of depressions. Depressions do not occur because of a change 
of intention on the part of people who have savings. The 
causation is rather the other way round, and it is because a 
depression has set in, with a fall of prices, that there is little 
attraction in starting new enterprises, and at the same time 
opportunity for acquiring existing property on favourable terms 
for the new owners. 

The author recognises that in times of depression the amount 
of money saved and seeking investment is diminished, but he 
says that it is not diminished to the same extent as the growth 
of new wealth is diminished. It might be argued, on the other 
hand, that if A saves £10,000, and B is forced to sacrifice £5,000 
worth of goods in order to meet losses, the amount of saving for 
the community is only £5,000—in other words, the total real 
saving of the community is cut down by much more than the 
apparent amount. 

. It is certainly desirable that more study should be made of 
the extent to which the real aggregate of community saving is 
diminished by the extent to which it becomes merely a process 
of transfer from one set of people to another, and the author is 
entitled to credit for emphasising this phenomenon, even if one 
doubts the utility of the diagrammatic pictures by which the 


argument is illustrated. 
C. F. BicKERDIKE 
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The National Bank of Greece: a History of the Financial and 
Economic Evolution of Greece. By M. Eutamsio. (Athens: 
Vlasto. Pp. xvi + 210.) 


THE late John Valaority, the Chief Greek authority on 
monetary matters, has left a standard History of the National 
Bank of Greece, an institution with which he was connected all 
his life and of which he died a Governor. But Valaority’s ex- 
haustive work, published in 1902, stops naturally with the 
beginning of this century, and he excluded from the field of 
his study events anterior to the foundation of the Bank (1841). 

It was his intention to write another essay on the attempts 
which were made from 1829 to 1841 to create a National 
Bank. Such a work is now facilitated by the publication of the 
correspondence between the two men to which the new institution 
is mainly due,! George Stavros (the Greek William Paterson) 
and John Eynard, a great philhellenic banker of Geneva.’ 

As for the years 1902-1923, they have now been most success- 
fully dealt with by M. Michel Eulambio, one of the managers of 
the National Bank, in a work published in Athens but written 
in English. This alone would constitute a claim for this book 
to be reviewed in the Economic JournaL. But it has many 
others. Besides giving a full account of the Bank’s activities, 
it forms a very complete and thoroughly readable economic 
history of Greece during the war. Its chapters on currency, on 
the much-talked-of but little known forced loan of 1922, and on 
food supply during the war will no doubt attract the attention 
both of the theoretical and practical economist, even if he is not 
peculiarly interested in Greece. 

M. Eulambio, who has been for many years a contributor to 
the Economist of London, writes with great clearness, and as he 
has tackled personally all the problems he deals with, he always 
conveys first-hand and often otherwise unattainable information. 

Statistical tables and diagrams on Greek population, foreign 
trade, public revenue and expenditure, foreign exchange, circula- 
tion, index-numbers and prices of Greek bonds from 1898-1924 
add greatly to the usefulness of this singularly interesting work. 

University of Athens. A. ANDREADES 


1 Vide Letters from Eynard to Stavros, 1841-3, edited by the National Bank 


of Greece (Athens, 1923). 
2M. Chapuizat, the well-known Swiss historian, has published under the 
title, La régénérescence de la Gréce, another series of Eynard’s letters relating 


mainly to the same period (Paris, 1924). 
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The Economic Laws of Art Production. By Sir Husert LiEw- 
ELLYN SmiTtH. (London: Oxford University Press. 1924. 
Pp. 246.) 

Tuts ‘“‘ essay towards the construction of a missing chapter 
of Economics ”’ might be placed among the revenges, or redresses, 
brought in ironical destiny by the whirligig of time. Ruskin 
gave high ‘“‘ value”’ among his writings to Unio this Last, and, 
while the bitter rhetoric of those eloquent discourses furnished 
the economist with apposite material for cool re-consideration, 
and dealt some resounding home-thrusts on his armour, he 
might nevertheless connect the perverse misunderstanding and 
wilful caprice which were also displayed with the incursion of a 
famous expert on imaginative art or an admired exponent of 
sublime ethics into a terrestrial prosaic region where “ angels 
might fear to tread.’ In the discreet balanced brochure before 
us now the process is reversed, but the appropriate caveat is 
supplied. A similar succés d’estime may not be won, as probably 
it has not been sought, by the later author, who has, it is clear, 
punctiliously informed himself in both departments of which 
he treats; for attack is more popular than defence, and dogmatic 
unreserved pronouncement is here properly replaced by tentative 
provisional discrimination. Yet, within limits prudently recog- 
nised, a shrewd endeavour has been made, successfully, to show 
how conceptions and reasoning which are generally known to 
trained readers of Economics can, or should, be applied to art 
production. Some illuminating apercus are opened, and practical 
suggestions, which, we may fairly hope, will yield ripe fruit, are 
offered. The essay is as stimulating as it is the outcome of 
profound and studied thought. 

The Chairman of the British Institute of Industrial Art is, 
we have hinted, as well-advised in what he does not as in what he 
does attempt. A ‘“ working definition’ of a work of art as a 
“product of human labour, exhibiting unity of conception, 
fulfilling a useful function by means well suited both to its 
purpose and to the means of its production and possessing the 
quality of beauty,” avoids indeed confessedly the ‘‘ basic ques- 
tions ”’ of the “ nature of utility ’’ and the ‘“‘ nature of beauty.” 
But it permits of the satisfying luminous treatment of what may 
be regarded as the dominant problem springing from the most 
conspicuous development of economic organisation. How unity 
of design is to be reconciled with execution under a system of 
division, and subdivision, of labour, and of what appears the 
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inevitable trend in industry to ‘“‘ standardised mass-production,” 
engages most of our author’s thought and statement, and his 
conclusions on the practicable means of seeking and securing 
harmony by “ strengthening ” the ‘‘ workshop designing staff,” 
“so as to be capable of original art-creation as distinct from 
adaptation,” are as sensible as they are pertinent. Our space will 
not allow us here to refer in detail to other arguments and obser- 
vations, which, no less surely based on the known history of the 
past, are firmly brought into relation with the actual circum- 
stances of the concrete present, but we would remark on the 
deft care with which such notions as the cyclical fluctuations of 
trade are fitted to art production, and on the wise insight which 
lays stress on the modest possibility of the humbler plan of 
establishing a “ firm basic tradition of common art ” as contrasted 
with the vaulting ambition of “‘ making a short cut ” by “ directly 
imitating the work created in past periods ”’ of outstanding fame. 
It may perhaps be added appropriately that the dawn of great 
art epochs, lying, as Sir Hubert Llewellyn Smith suggests, “ on 
the knees of the gods,” is not, as we judge, harder to explain 
than the continued spurt, for instance, of industrial discovery in 
England in the later eighteenth and the earlier nineteenth cen- 
turies. The analogy may instruct, like others handled in this 
little book, which, we venture to declare, is provocative in the 


best sense of the term. 
L. L. Pricre 


Protection of Indian Steel. By F. E. Sotomon, M.A., Cantab. 
(University of Calcutta. 1924. Pp. 103.) 


Tue writer convinced himself of the expediency of granting 
protection to the steel industry of India after a careful examin- 
ation of available data, including the evidence produced by the 
Tata Iron and Steel Company before the Tariff Board. This 
and a group of connected companies are the only concerns which 
profit by the enhancement of the duties on imported steel made 
in June 1924. There are projects for the starting of other 
companies, but none of them will be producing steel within the 
three years for which the protective duties have in the first 
instance been imposed. It is important to notice that the Tata 
Company can in no case supply the requirements of India within 
that period. Professor Solomon puts them at 1,100,000 tons 
of steel yearly, but the figure may be reduced to between 900,000 
and 1,000,000. The Company was founded in 1907, and ten 
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years later it had an out-turn of 124,000 tons of steel. It claimed 
that owing to large extensions it will be able in 1925-26 to 
produce 420,000 tons, or less than half the demand. That being 
so, there need be no difficulty in deciding the question of high or 
marginal protection in favour of the company. 

The Company did well during the war and the boom which 
followed. Acute trouble did not begin till 1921-22, when the 
dividend fell to 4 per cent. in a country in which 10 per cent. is 
required to attract capital. In 1922-23 the business had ceased 
to earn any profit. After the Tariff Commission had reported 
in favour of “ discriminating protection,” the first application 
presented to the Tariff Board was that of the Tata Company. 

In some important products the Company claims, probably 
with justice, that it can produce steel up to the British standard. 
It commands abundant supplies of ore, coal, and limestone, 
though the last two are not of the best quality. But labour is 
extremely inefficient and the foreign supervising staff is very 
expensive. Efforts made to train the workers and educate 
Indians for the task of superintendence have met with scant 
success. In fact the figures on p. 26 indicate an extraordinary 
falling off in the output per man, notwithstanding a moderate 
increase of wages. At present the ordinary Indian workman is 
without ambition and content with a low standard of subsistence. 
He only cares to work enough to earn what suffices to procure 
his very modest requirements. Sea transport being so much 
cheaper than transport by rail, home production has in a vast 
country like India, with its chief industries in or near ports, far 
less advantage than might at first sight be expected. 

The Company told the Tariff Board that the lowest price 
which would yield a profit was Rs. 173 a ton. Writing in the 
spring of 1924, Professor Solomon gave his reasons for thinking 
that the figure might be reduced to Rs. 160 in 1924-25 and Rs. 152 
in 1925-26, when the full effect of recent extensions should 
become apparent. This estimate largely depended on the 
assumptions that the output of 1925-26 would be treble that of 
1922-23 and that labour would become more efficient. It 
appears that for reasons explained by the writer the Company 
had in the earlier year recruited a larger staff than was actually 
required for the work in hand. Professor Solomon takes Rs. 135 
as the minimum price for English steel landed in Bombay, apart 
from the duty of 10 per cent. leviable when he wrote. He put 
the figure for Belgian steel Rs. 15 lower. To enable Tata to 
compete on favourable terms he proposed to raise the 10 per cent. 
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duty to 15 per cent. in the case of British, and 25 per cent. in 
that of Belgian steel, and to levy the duties on a tariff valuation 
based on the cost of English steel. Further, for the year 1924-25 
he suggested the payment in addition of a bounty of Rs. 10 
per ton. 

It may be as well to bring the history up to date. The 
Tariff Board founded its recommendations on the comparative 
cost of British and Indian steel, putting that of the latter at a 
considerably higher figure than the writer contemplated. Hence 
the protection granted in 1924 by enhancement of duty was 
greater than he thought necessary. Nevertheless, a few months 
later the Company was clamouring for further help on the ground 
that its output was being undersold by cheap Belgian steel. 
The ordinary shares, which were selling at Rs. 25 before the duty 
was enhanced, fell to Rs. 12 in or before last December. 
Apparently the amount paid up on them is Rs. 75. The Govern- 
ment has strong reasons, including recognition of the work done 
during the war, for adopting measures to keep the Tata Company 
alive. With the assent of the Legislature, it has just granted a 
bounty of Rs. 20 for the twelve months ending 30th September, 
1925, payable on 70 per cent. of the weight of steel ingots 
produced. Nobody probably believes that, if the industry is to 
continue, the bounty will cease in September. 

It may be that there are a few industries in India which 
ought to be protected. But it is difficult to share the writer’s 
confidence that the steel industry is now ripe for it, or will be 
till labour is less inefficient, or to feel sure that the price paid 
for it is not too heavy. Protection is only justifiable on the 
assumption that the period during which that price is paid is 
not indefinitely prolonged. Duties will raise the cost of State 
Railways and Canals, and be a burden on the whole community, 
which will pay either in high prices or, in case of a bounty, in 
taxation. The writer admits that no country which has adopted 
protection has given it up. But he pins his faith on an undemo- 
cratic government and the “ Indian politician,’ who between 
them will resist pressure and protect ‘the silent masses.” It 
is hard to share his belief. The Indian politician is a determined 
protectionist and already there are complaints of lobbying. An 
Assembly in which the agricultural masses were adequately 
represented would be far more likely to oppose undue protection 
than the present Legislature. J. M. Dove 
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Unemployment Among Boys. By W. McG. Eacer and H. A. 
SECRETAN, with an Introduction by the Rt. Hon. H. A. L. 
Fisoer, M.P. (London: J. M. Dent & Sons, Ltd. 1925, 
Pp. xii + 164. Price 2s. 6d. net.) 


Tuts book treats its subject so well and clearly as to make one 
wish that the authors had had the opportunity to deal with their 
problem on a wider scale. Nevertheless there is much to be said 
at this stage for the shorter treatment. The problem is in many 
ways a new one, though the authors take too extreme a view in 
suggesting, as they appear to do (p. 1), that it is definitely a post- 
war product. But it is at any rate new in the sense that only 
now is its existence being clearly realised, whilst it has enormously 
increased in dimensions. Consequently a book which describes 
the problem briefly, and yet with a grasp of its intricacies, as this 
does, is likely to be valuable. 

The authors have adopted the method of examining intensively 
a limited area in Bermondsey, with which both of them are well 
acquainted. This has the advantage of allowing a thorough 
treatment in a short space; but has certain disadvantages. Thus 
the district may present a picture that differs from that of London 
as a whole, as that in its turn may from the rest of the country. 
The authors are fully aware of this, and after careful examination 
incline to the opinion that on the average conditions are worse in 
their area than in the whole of Bermondsey and in London 
generally. They also emphasise the need of caution in applying 
conclusions drawn from a small number of cases. 

The study of the problem is seriously hampered by lack of 
statistics. The Live Register of the Employment Exchanges is 
incomplete even for boys over sixteen, who are eligible for unem- 
ployment benefit, and still more for younger boys. The real 
total in London is put at about 100 per cent. higher by the authors, 
and as much as 200 per cent. by Sir Reginald Blair. The authors’ 
examination of the figures is most interesting, and is supplemented 
by an attempt to estimate the actual loss in time, its distribution 
between different ages, and the influence of special physical and 
mental conditions, such as “‘ the high percentage (in Bermondsey) 
of really diminutive boys, whose development has been delayed 
by the cramped quarters and irregular feeding of a casual labourer’s 
home” (p. 55). The effects of unemployment on both the 
character and outlook of the boys are well and clearly indicated, 
and the connection of the three forces of ‘‘ over-employment, 
misemployment and unemployment” is steadily kept in view. 
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One interesting point is that the difficulties are less serious once 
a boy has started work, than for those who have difficulty in 
finding it when they leave school. “ Once a boy has been in 
work, he will find it less difficult, even after an interval of unem- 
ployment, to re-adapt himself ”’ (p. 40). The growth of unemploy- 
ment, too, has led to a deterioration in the character of boys’ jobs. 
Boys formerly were to some extent protected by the shortage of 
boy labour; but ‘‘ this factor is no longer operative, as the harsher 
and baser forces in industry are well aware ” (p. 48). 

In contrast with this, the authors speak highly of the work 
of the official agencies, from the Ministry of Labour downward. 
Their efforts are sympathetically delineated, whilst full emphasis 
is laid on the almost impossible conditions under which they have 
often worked. In particular, attention is drawn to the difficulties 
due to necessarily hurried and improvised arrangements, and to 
the bad effects on the boys of the controversies, such as that 
between the Ministry of Labour and the L.C.C. over the Juvenile 
Unemployment Centres. ‘‘ He (the boy) is not long in concluding 
that he is being played with, that the country grudges him his 
unemployment benefit and merely desires to make drawing it 
irksome ”’ (p. 97). 

The authors’ remedies include the extension of Unemploy- 
ment Insurance to the age of fourteen, and they deal effectively 
with the arguments against this course. They advocate giving 
entire control of the placing of boys to the Education Department. 
Here, however, they perhaps over-estimate the general capacities 
of Local Education Authorities; and some of the information 
contained in their book seems to show the Ministry of Labour 
organisations in a too favourable light. They argue that the 
eight hours a week continued education of the Fisher Act is 
inadequate for the boys and in many ways inconvenient to the 
employers, and suggest a maximum week of forty-eight hours, 
of which not less than fourteen shall be spent in school. The 
whole book deserves most careful study, and one may conclude 
with the hope that the authors will follow it up with a wider and 
fuller treatment. N. B. DEARLE 


Malthus and his Work. By James Bonar. Second Edition. 
(London: Allen and Unwin. 1924. Pp. x + 438. Price 
12s. 6d.) 


Tus is the second edition of a book which has now for many 


years deservedly been the standard work on Malthus. The first 
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edition was published in 1885, and it has never been reviewed in 
the JouRNAL, the first volume of which did not appear till 1891. 
The changes made in the present edition are very slight, and there 
are but few additions. Some obvious mistakes have been cor- 
rected, and short notes of no great importance have been added 
to six of the chapters. The biography of Malthus, to which 
Book V is devoted, has been expanded, but even now it only 
occupies some thirty-five pages. However, the letters of Ricardo 
to Malthus, to MacCulloch, and to Trower, together with Hol- 
lander’s Life of Ricardo—which have all appeared since the first 
edition of Dr. Bonar’s book—have been made use of, and we 
have now a fairly adequate life of Malthus, which after all, apart 
from his work as an economist, was somewhat uneventful. 

The book, as Dr. Bonar says, was never intended to be a 
treatise on population, otherwise it would have had to be com- 
pletely rewritten. This is no doubt true, but we should never- 
theless have liked to have Dr. Bonar’s views as to the application 
of the teaching of Malthus to the population question at the 
present time and to the controversy which has arisen since the war. 
As the book is more than a reprint—which is apparent from the 
additions which it has been possible to make to the biography— 
it is regrettable that it could not have been brought rather more 
up to date in some respects. For instance, Book II, chapter i, 
contains a good account of Malthus’ position with regard to the 
theory of rent as compared with that of Ricardo. But the 
author’s criticisms of both, made in 1885, are somewhat out of 
date, there being of course no mention of the later developments 
of the theory by Marshall and other later writers. Again, had 
the book been brought more up to date, Dr. Bonar would have 
avoided having to speak of ‘‘ the present century ’’ when he means 
the nineteenth, and of ‘‘ recent observers ’”’ when by “recent ”’ 
he means 1883. And he would hardly now say that “ free trade 
is no longer among our problems.” 

The book as it stands, however, is still one which no student 
of Malthus and the economic theories of the early nineteenth 
century can afford to neglect. It contains a very detailed 
description of the Essay on Population, and a careful account 
and explanation of the changes made in later editions. But 
although by patient study it is quite possible for the student to 
obtain a clear idea of the theory of population as propounded 
by Malthus, a concise summary of his views in their most complete 
shape would have been a useful addition. Book II, entitled 
** Economics,” deals with the Political Economy and the other 
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economic writings of Malthus, which are less well known than the 
Essay on Population. Book III is a statement of the moral, 
political, and philosophical views held by Malthus, and Book IV, 
entitled ‘‘ The Critics,’ contains a good classification of the critics 
of Malthus and their various points of view. 

The book contains a vast amount of information, and although 
the subject is not one which lends itself readily to humour, it is 
in places quite entertaining. MacCulloch is neatly described as 
“‘ a writer who discovered absolute truth at a very early age,” and 
there is a pleasant human touch in the fact that the author of the 
Essay was familiarly known to his students at Haileybury as 
“Pop Malthus.” The book certainly entirely dispels the ideas 
which were current in Malthus’ own lifetime, and have been 
current since his death, as to his inhumanity and lack of sympathy 
with the working people. He at any rate compares very favour- 
ably with Paley in this respect. When giving evidence before 
the Emigration Committee of 1827, Malthus was asked if he 
thought it fitting that labour should be kept permanently in a 
state bordering on distress, to avoid the injury that might accrue 
to the national wealth from diminishing the rate of profit. He 
answered : ‘‘I should say, by no means fitting; I consider the 
labouring classes as forming the largest part of the nation, and 
therefore that their general condition is the most important of 
all.” Again, in the Political Economy he writes : “ I have always 
thought and felt that many among the labouring classes in this 
country work too hard for their health, happiness, and intellectual 
improvement.” In another place, in writing of a high standard 
of comfort, he declares that “‘ it is the diffusion of luxury among 
the mass of the people, and not the excess of it in a few”’ that 
seems to be advantageous, both for national wealth and national 
happiness. Paley’s ideal of national prosperity was something 
quite different: ‘A laborious frugal people ministering to the 
demands of an opulent luxurious nation.” 

Dr. Bonar thinks there are signs that the twentieth century 
will give Malthus a fair hearing, and his wish is that his book 
may lead students to the Essay itself. This new edition has 
appeared at an opportune moment, and we much hope that his 
wish may be realised. H. SANDERSON FuURNISS 


Il Problema della Populazione. Fierro Vira. (Vallardi, 
Milan. 1924. Pp. 600.) 
THE Siena Professor is well known as a statistician. His 
handbook Statistica, 1891, has passed through many editions; 
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and his Iniroduction to Mathematical Economics, 1899 (written 
with C. Garibaldi) was described by Prof. Edgeworth in this 
JOURNAL (1899, p. 560) as perhaps “ the most serviceable ” on 
the subject, a magnanimous judgment, since the authors had set 
their reviewer down as “ disputatious” (ibid.). His book on 
Co-operation was reviewed by Mr. Lionel Gordon Smith in this 
JOURNAL (Dec. 1924, 614-7). 

The present book is not solely statistical; it goes faithfully 
over the whole ground of theory, ancient, medieval, and modern. 
Treating the Essay of Malthus as “‘ a milestone in the history of 
human thought ” (p. 5), knowing that author’s text thoroughly, 
and wide-awake to the common fallacies of opponents, he is still 
critical and discriminating, especially when he deals with our own 
times and the lesson of Malthus for them. The third chapter of 
this book, pp. 156-180, on Methodology, has especial interest in 
view of recent discussions. The mathematician in the author 
breaks loose, and he discusses con amore the famous arithmetical 
and geometrical progressions (justifying them as “ a first approxi- 
mation,” p. 177), then the amendments of Messedaglia, Pareto, 
Quetelet, Guillard, Bertillon; in later chapters Courcelle Seneuil 
(p. 246), Cauderlier (p. 281), Metchnikoff (p. 372), Riimelin (p. 
454). He does not even omit (p. 451) the formula for intercensal 
population, taken by Malthus from Bridge’s Algebra. The latest 
‘“* methodology ” of Prof. Udny Yule and Prof. Raymond Pearl 
seems not yet known to him, though there is a reference to Mr. 
E. M. East’s Mankind at the Cross-roads (p. 599). There is 
a good description of the influence of the Essay of Malthus on 
Darwin and through Darwin on all biology (Chap. IV., 202-221). 
The writer mentions the Eugenists without saying much on 
Kugenics (pp. 287, 595); but he has a firm hold of the distinction 
between a quantitative and a qualitative progress, and has 
read Mr. Carr Saunders (p. 597) and Mr. 8. J. Holmes (p. 596). He 
dares to be old-fashioned in his antipathy to neo-Malthusianism. 
The decline of births in Australia was, he thought, due to old 
Malthusianism, the retardation of marriage, not to “la defor- 
mazione neo-Malthusiana’”’ (p. 483). Perhaps he is too confident 
here. 

His own solution seems to be that of Berthelot (1894)—the 
indefinite increase of food opened out to us by synthetic chemistry, 
and the extraction of nitrogen from the air (p. 577, ef. pp. 547, 551). 
Yet he had quoted the ejaculation of Thiers: ‘‘ Man brings his 
fertility with him; wherever he appears, vegetation bursts out 
and grain flourishes’ (p. 513), only to dub it ‘“‘ ignorance of 
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agriculture.” Professor Virgilii wrote on ‘“‘ The Agricultural 
Problem and the Social Future ” in 1895. 

Man does not live by bread alone, and in view of the far 
future we need to consider all the elements in our standard of 
living set down in Prof. Pearl’s long list (Population Problem, 
1922). Perhaps we shall be told that coal and iron, cotton, and 
all creature comforts other than food, will one day be produced, 
like food, by the magical wand of science; and there may be 
found some way of evading the difficulty of space. 

Our author is not always inclined to a rosy view of difficulties. 
His chapter (tenth) on ‘ The Demographic Disturbances of the 
World War ” (pp. 552-574) is hardly cheerful, whether he is dealing 
with his own country or others. He quotes with hesitation 
the aspiration of some Italian emigrants, a wish father to the 
thought, that Italians may become a political power in the 
United States (p. 567). He thinks that the evil ambitions of 
the Germans had more to do with the war than any pressure of 
population (pp. 570, 571). If his language about the Teuton has 
not the dignified calmness now observed in English comments, 
some allowance must be made for men who have seen the Mede 
not only at their gate but within it. He seems to believe that 
Macaulay’s old prophecy (1857) may yet become true—that the 
United States will one day be as densely peopled as England and 
suffer the same extremities, or worse, from its distressed multi- 
tudes (p. 585). Many of us will think it neither more nor less 
credible than the forecast of the New Zealander on London 
Bridge. There is more novelty in the following passage: “ As 
the Suez Canal gave Europe an easier route to the East, and 
helped the emigration to Australia and the South African 
conquests, so the Panama Canal marks out a great future highway 
for commerce, and is destined to shake the New World to its 
foundations”’ (p. 587), throwing all the forces of European 
competition into the Pacific to dispute possession with Japan 
and the United States there. 

The canal has been in use for eleven years with very moderate 
success and no signs of revolution. 

The book has its full share of printer’s mistakes (see pp. 5, 8, 
91, 94, 96, 100, 106, 111, 275); and there are some slips that 
are too circumstantial to be so ranked. The unlucky passage in 
Malthus about nature’s mighty feast appeared in the second 
edition of the Essay, 1803, not the first, and was withdrawn in the 
third, 1806, not the second (notwithstanding p. 153). “‘ Increase 
and multiply ” is a quotation not from the New but from the 
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Old Testament (pace 33). From the account of Hume and 
Wallace in the earlier part of the book (p. 71) we should gather 
that Hume sided with the Ancients and Wallace with the Moderns 
in regard to the populousness of ancient nations. This impression 
is not corrected till near the end of the book (p. 379). It is true 
that Hume loves the appearance of neutrality; yet the whole 
course of his discussion betrays his true convictions, in favour 
of the Moderns. 

But it is a thankless task to pick out flaws in a book which 
has so many merits, in statement, criticism and illustration. 

J. Bonar 


Iron and Steel and the Industrial Revolution. By T. 8. Asuton, 
M.A. (Manchester: University Press. 1924. Pp. xii + 
266.) 

Tus is the second recent documentary study of the Industrial 
Revolution whose author calls himself a Manchester Lecturer in 
Economics. The Manchester School has been tilted to the 
historical side, and with remarkable results. Mr. Ashton has 
worked all the printed sources and also the MS. records of Boulton 
and Watt, the Darbys, the Huntsmans and several other early 
ironmasters or steel firms, besides those minutes of Ironmasters’ 
meetings on which he based recently an important article for this 
JouRNAL. He justifies his claim to be a re-writer of the history 
of the Industrial Revolution from the documents, of Unwin’s 
school. His book, though short, is very comprehensive and is 
admirably constructed—beginning with the  charcoal-iron 
industry (capitalistic from the start); the obscure introduction 
of the blast furnace, and Dud Dudley, whom he pulls off the 
pinnacle on which early historians of iron put him and their 
successors had left him. ‘‘ There is no valid reason why this 
Balliol undergraduate, rather than any one of a dozen other 
projectors of the seventeenth century, should have been singled 
out for fame ”’ (p. 12). So to the fuel shortage of the late seven- 
teenth century, the technical problems of the eighteenth, to 
Ambrose Crowley and the Law Book of his big North-country 
works, and to the development of such iron-producing areas as 
Furness and Merthyr Tydvil. 

There follows an entirely original chapter based on the Darby 
and Huntsman MSS., much too technical for summary; then 
a chapter, technical and personal, on the relations between Watt, 
Boulton and the Wilkinsons, who made all the cylinders, and 
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much besides, for the Boulton and Watt engines. For piston 
rods, made of charcoaliron, they went to anchor-smiths accustomed 
to work the toughest irons, just as the car manufacturer of to-day 
goes here for his wheels and there for his wind-screens. 

Next, Henry Cort and the history of puddling, which for a 
time was so concentrated in South Wales that it was “ spoken 
of as the Welsh method ”—a chapter full of information as to 
the size and industrial organisation of the integrated iron-works 
of the new era, with their mines, furnaces, rolling mills, slitting 
mills and what not. 

A very fresh and interesting chapter on commercial policy 
before 1776 argues, with great plausibility, that the springs of 
State action ‘‘ are to be found in the diplomatic relations of 
England with the north of Europe, rather than in the theorisings 
of mercantilists, or in the pressure of interested classes ’’ (p. 108). 
It is most likely. We favoured the American colonies, by the 
Act of 1750 which removed duties from American pig and bar, 
less because we loved them than because the Swedes were in tow 
of the French (p. 119). The much-debated restrictions on the 
later stages of iron-working in the colonies Mr. Ashton inclines 
to regard as a real, if limited, hardship inflicted on the colonists 
(p. 127). 

Coming to Peace and War, Mr. Ashton, I cannot but think, has 
rather missed the point of Sombart’s argument to which he refers, 
and has strained his own argument too. ‘It is but a shallow 
view . . . to suppose that the interests of the ironmaster diverged 
from those of other industrialists ” (p. 129), he says, and goes on 
to detail their sufferings in post-war slumps. Agreed, if we are 
on the long-period problem. But Sombart’s main argument was 
that war stimulated metallurgical technique. Can anyone who 
has not forgotten 1914-18 deny it? May it not also have pro- 
duced, in the short period, ironmasters’ quasi-rents on a huge 
scale, especially when wars went on for seven years and upwards ? 
Mr. Ashton shows us how miserable the ironmasters were after 
Waterloo (p. 153 sqq.), as they had been after other wars; but is 
it not possible that they had put some quasi-rents away into the 
funds? Their shrewd faces in his illustrations suggest it, and he 
tells us how they started banks. 

Economists without antiquarian tastes, or who ‘‘ do not much 
delight in personal talk,” will probably turn first to Chapter VII, 
in which Mr. Ashton develops the study of early combinations 
in the iron trade which he began in this JourNAL (Vol. XXX), 
and shows us ironmasters’ associations at work in the Black 
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Country, South Wales, Yorkshire and Derbyshire before or 
shortly after 1800—fixing prices, curtailing output, and the rest. 
He gives parallels from other industries (p. 184), which might 
be added to, and justly attacks ‘“‘ that crude interpretation of 
economic history, according to which an original system of free 
competition has been metamorphosed into a new system of 
industrial monopoly.” Careful readers of Adam Smith ought 
never to have been tempted into this crude interpretation; but 
he is not always carefully read. 

The book ends with two chapters, as good as all the rest, 
on the ironworkers and the Puritan ironmasters—‘ Abraham 
Darby, Isaac Hawkins, Benjamin Huntsman, Shadrach Fox, 
Samuel, Aaron, and Jonathan Walker, Sampson and Nehemiah 
Lloyd ...Joab Parsons, Zephaniah Parker’’—with their 
marriages and intermarriages, their Quaker meeting-houses or 
Methodist chapels, their canal barges called Providence and 
Industry (p. 224), and the flow of their capital into banking— 
via Attwoods, Spooners, Barclays and above all Lloyds: ‘‘ from 
a tiny slitting-mill and two small forges in the Midlands has 
proceeded one of the greatest forces in modern finance.” 

J. H. CuarpHam 


Condiziont Economiche e Finanziarie della Lombardia nella prima 
meta del Secolo XVIII. By 8S. Puetiese. (Torino, 1924, 
pp. 1-495.) 


La Cassa di Risparmio delle Provincie Lombarde nella Evoluzione 
economica della Regione, 1823-1923. (Milano, pp. viii+-572.) 


TuE first of these volumes is a section of the great Storia 
Italiana ; the second is a centenary publication relating to the 
Savings Bank of Lombardy, containing contributions from the 
President of the Commissione Centrale di Beneficenza and 
Professors Luzzatti, Bachi, Supino, Ciasca, Pugliese, Gino Luzzatto, 
Benini, Corrado Gini and Boldrini. Together they present an 
account of the economic development of Lombardy from 1700 
to the present time. Indeed Dr. Pugliese is too modest, since, 
in order to obtain the proper historical perspective, he often finds 
it necessary to continue his inquiry back to the Middle Ages. 

A country’s past, unlike a woman’s, is always a golden age. 
Lombardy—the lure of conquerors from the north—dreamed of 
its golden age under the Visconti and the Sforzas in the fifteenth 
and sixteenth centuries. No doubt the past glories were exag- 
gerated when viewed. from the depths of the subsequent misery, 
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for its industry, however important from the artistic standpoint, 
was not a large part of the total activities of the people; indeed, as 
Professor Ciasca shows, Lombardy remained predominantly 
agricultural until 1860 (compare Pugliese, pp. 82, 83, Casa Risp. 
p- 368). However this may have been, the district for a long time 
was overwhelmed with ills; not only the long wars of the Spanish 
succession, the rule of Spain and later of Austria, but there were 
long and severe visitations of plague. Thus in the latter part 
of the seventeenth century the people were in great misery and 
the whole region suffered from great depression. Both labour 
and the scanty capital, in spite of prohibitions, were emigrating 
more and more; while, as real wealth declined, the rates of 
taxation were increased. Thus the present account begins in an 
atmosphere of almost unrelieved gloom. It is divided into three 
main heads, the state of agriculture, industry and the public 
finances. Dr. Pugliese is fortunate in the exact particulars he 
has been able to secure, enabling him to give much more detailed 
data than is possible in connection with British agriculture at the 
same period. The population is known (pp. 56-58), its density, 
the cultivated area divided between various crops (pp. 33-46). 
Land had become greatly subdivided and the number of minute 
properties was remarkable (pp. 71, 72). Nearly two-thirds was 
owned by private persons, about one-quarter by nobles and one- 
eighth by the Church (Table, p. 73). Industry was carried on 
under the domestic system (p. 102), but not entirely so. From 
1718 onwards there are particulars of various entrepreneurs 
who employed a number of workers and used considerable capital. 
The part dealing with public finance is necessarily voluminous, 
for here, if anywhere, Arthur Young could have found his ideal 
of a multiplicity of taxes, and, what perhaps he would not have 
approved of, local variations in taxation. There were not only 
the local duties of the nature of an octroi, but also differences 
in the nature and the rate of tax as between the different provinces 
into which Lombardy was divided. Under Spanish rule, and to a 
less degree under that of Austria, the administration for levying 
and collecting taxes was greatly subdivided; and it is clear that 
in the effort to force the goose to lay better, it was slowly being 
killed. The impression produced on the mind of the reader is 
one of extreme fiscal confusion both as to principle and details. 
The following matters are of interest from various points of 
view. Included in the patrimony of the former Dukedom was 
the right to draw a revenue from water, in the form of navigable 
rivers or when it was used for purposes of irrigation (pp. 160-2). 
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Some remarkable instances are given of what the author describes 
as the confused system of the taxation of commodities devoid of 
any intelligible principle (p. 197). A tax, known as the mensuale, 
corresponding to la taille in France, was particularly burdensome 
(p. 263). Complete or partial exemption from taxation was 
granted on grounds of public service. This was in addition to 
the exemption of the nobility and the Church. The first resulted 
in gross favouritism (p. 301). 

In the second half of the eighteenth century there were the 
beginnings of a revival in agriculture, as is shown by the increased 
valuation of land between 1750 and 1787, while that of property 
in towns continued to decline (Casa Risp. p. 343). The unity of 
Italy under the French (1805) was welcomed by the industrial 
classes and to a less degree by the agriculturists. It established 
a unit of currency and of measures in substitution for 11 different 
Italian monetary units, 180 lineal measures and 240 quantitative 
measures. Another consequence was the definite emergence of a 
middle class. Circulating capital was still scarce, and as a remedy 
for the poorer classes the Savings Bank of Lombardy was founded 
in 1823. It began humbly and by 1922 had deposits of two and a 
quarter milliards lire (p. 75). An interesting feature is a repro- 
duction of the original advertisement of the institution (facing 
p. 12). 

During the period of French rule agriculture advanced, and 
great attention was paid to canalisation—both for purposes of 
irrigation and transport (p. 357). Under the Treaty of Vienna, 
Lombardy passed again to Austria. While, politically, this 
may not have been satisfactory to the people, Professor Ciasca 
considers that the Lombards made magnificent economic progress 
through the settled conditions which obtained till 1859. Cultiva- 
tion increased and more agricultural machinery and implements 
were used (pp. 355-65). As late as 1860, it is estimated that the 
capital invested in industry and commerce was only about one- 
sixth of that represented by the land and its cultivation. The 
textile industry was late in adopting the factory system, and in 
the middle of the nineteenth century the iron industry remained 
in much the same condition as in the Middle Ages (p. 376). When 
industry began to take the modern form there were difficulties 
through a scarcity of capital, which is one of those ironic contrasts 
when it is recalled that the Lombards were once the leading 
bankers of Europe. 

After 1860 Professor Gino Luzzatto takes up the tale. Initia- 
tive began to reassert itself (p. 459). Later in the ’seventies came 
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progress in mechanical industry, and in the next decade Milan 
established as a great national market (p. 468). These and other 
industrial and commercial developments were required to com- 
pensate for the depression in agriculture which set in about 1887. 
The period of greatest productive expansion extended from 1898 
to 1913, whence the account is continued during the years of war 
and up to the crisis of 1921. These and other changes are well 
illustrated by the series of tables furnished by Professors Gini and 
Boldrini (pp. 550-67). 

Space fails to deal in detail with the very thoughtful and 
elaborate account of the Savings Bank by Dr. Bachi, in which the 
operations of the institution are analysed in great detail. It is 
of interest to note that Professor Camillo Supino’s investigation 
confirms British experience, that depositors in savings banks 
attach more importance to security and facilities afforded for 
deposit and withdrawal than to the rate of interest (p. 337; cf. 
British Finance, 1914-21, edited A. W. Kirkaldy, 1921, p. 101). 

W. R. Scorr 


Medieval People. By EtLeEEN Power. (Methuen. 1924. 
Pp. viii + 216. 6s.) 

Tudor Economic Documents. Edited by R. H. Tawney and 
EILEEN Power. (Longmans. 1924. Pp. viii + 383 + 
369 + 486, 45s.) 


HERE are two examples of the methods of teaching economic 
history. Miss Power’s little book typifies the biographical way, 
intended for the general reader and beginner rather than for 
the specialist. She has also helped Mr. Tawney, her colleague 
at the London School of Economics, to choose for the more 
advanced student or professed historian a long and important 
series of documents drawn from printed and unprinted sources, 
portraying nearly every aspect of the social and economic life 


.of a single epoch. The reader will take his choice. If he is wise 


and has the time, he will grapple with the documents in the day, 
and let the biographies entertain him in the evening. 

The purpose of Medieval People is not primarily economic. 
It is to show that the peasant and bourgeois in the Middle Ages 
lived and moved and had their being, were the artificers of our 
modern civilisation every whit as much as the high feudality. 
But Miss Power’s mind, when it is not occupied with the position 
of women in the medieval period (and no one has done more for 
that study than herself), goes on an economic journey; haunts 
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Cotswold or Essex sheep-runs, moves with the merchant crowd 
on the Schiavoni or follows the trafficker under every sky. 
From a description of the simple struggle for subsistence (‘‘ The 
Peasant Bodo ’”’) she pursues Marco Polo on that greatest of 
medieval trading adventure that beats even the best efforts of 
the Jesuits: then back to the economy (or financial laxity) 
of an English nunnery; then to the comfortable home of the 
Ménagier of Paris, where the good man is instructing his young 
wife, whom he terms his “ sister,”” how to retain her husband’s— 
and any future husband’s—affections ; and lastly to busy Thomas 
Betson, merchant of the Staple, as he ships his Gloucestershire 
fells, and to Thomas Paycocke of Coggeshall, a pillar of the English 
cloth trade, both of them thriving members of the middle class 
at a time when most people who read their text-books think that 
Englishmen, having chosen the colour of their Roses, were hewing 
each other to pieces. The primary and secondary material from 
which these lively chapters are constructed is set forth with 
equal vivacity at the end of the book. The choice of illustration 
is skilful, but rather darker printing both of negative and repro- 
duction is desirable, and a small page does not seem to do justice 
to Chao Meng Fu’s lovely landscape. 

Miss Power has in each case digested her main authorities 
carefully, and her translations, as far as I have checked them, 
are vigorous and accurate. It is rather in the background, 
the general mise en scéne, that she tends to overdo her effects : 
e.g. by her use of Canale’s panegyric on Venice she comes near 
to mistaking the appearance for the reality, and to suggesting 
a prosperity far greater than that existing in 1268—one might 
almost be looking at a Canaletto; it is highly improbable that 
Bodo, tucked away in his manse, “‘ benefited by Charles’ love of 
minstrels ’’; bequests to various orders and congregations of 
friars do not necessarily imply in the testator “ deep religious 
feeling.”” There are examples, too, where the attempt to vitalise 
the characters leads the author into being fanciful and over- 
speculative; the chapter on Madame Englentyne, which only 
Miss Power could have written, shows the attractiveness and at 
the same time the danger of this type of writing; and may I 
plead with her for greater care in the notes? ‘“‘ Odoric of Por- 
denone, who was a man before he was a friar. . .”’; ‘‘ modern 
research, iconoclastic as ever, not content with whitewashing 
Lucrezia Borgia and Catherine de Medicis, and with reducing 
Catherine of Siena to something near insignificance ’—dicia of 
this type, and misprints such as ‘‘ swndolas” for “ scindolas,”’ 
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“ Stopford Brook ”’ (p. 172), ‘‘ Archivo Storico Italiano,” ‘‘ Imago 
Mondi,” “‘ Venetian History 1204 1400,” ‘‘La Vi , Privée a 
Venise,” etc., show (Miss Power will forgive me for saying it) 
a certain anxiety for effect and a touch of haste which mar work 
of considerable charm and unobtrusive skill; for there is labour 
and scholarship behind passages which flow so easily and 
attractively. 

From the milk we pass to the strong meat of history. The 
three volumes of T'udor Economic Documents are planned primarily 
for London undergraduates taking the economic special subject, 
but they will appeal to a wider circle. Vol. I contains extracts 
on agriculture and rural society, industrial organisation, mining 
and metallurgy (an excellent feature), alien immigrants (par- 
ticularly from the Low Countries) and the Statute of Artificers. 
Vol. II deals with foreign trade and commercial policy, with the 
contemporary system of credit and exchange and with the 
Poor Law. The admirable third volume will interest the literary 
historian as well as the economist, for it contains current views 
on commercial, industrial and monetary policy taken from 
contemporary literature and pamphlets, both prose and verse. 
Throughout the book one must admire the comprehensiveness 
and sweep of the survey, the careful preparation of the text, 
the laborious and accurate proof-reading; but the editors had 
their limits set them; an introduction to this great phalanx of 
material they might not write. There are, no doubt, adequate 
reasons for this; and yet it is the greatest pity. An earlier 
volume of extracts which Mr. Tawney edited with Mr. Bland and 
the late Mr. Philip Anthony Brown was prefaced by a most 
useful short enumeration of the more important documents 
printed, which made the structure of the book, and the reasons 
why the editors selected what they did, thoroughly intelligible. 
Surely in Vols. I and II forty pages could have been saved and 
an explanatory survey fitted in; or, in default of this, short 
historical expositions of the contents of each section, such as 
are to be found in Dr. Tanner’s T'udor Constitutional Documents, 
would have served the purpose. 

With the extracts on the agrarian problem, with which Mr. 
Tawney has already familiarised us, or on differentiation within, 
and amalgamation of, the crafts, the subject of the late Professor 
Unwin’s well-known study, lack of space forbids us to deal. 
Where this book makes a definite and important addition to our 
knowledge of Tudor (especially Elizabethan) history is in the 
financial sections that reveal to us the “‘ Canker,” as Malynes 
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called it, the real trouble that was holding back that vigorous 
society with its Government paternally interested in every side 
of national welfare : the lack of facilities for credit, the dishonest 
manipulation of the exchange, the absence of a proper banking 
system. Never, except just after the Napoleonic wars or the 
years immediately following the Armistice of 1918, was such 
a wealth of serious, public-spirited proposals for reducing prices, 
re-populating the countryside, setting men to work and banishing 
vagrancy; never was there such belief in the efficacy of legis- 
lation or the power of Government to remedy. Only slowly, 
towards the end of Elizabeth’s reign, did men come to see that 
the conditions producing ‘‘such marvellous dearth in such a 
time of plenty ”’ were international as well as indigenous. Dig- 
nitie and Dutie, discussing together in John Howes’ Second 
Famyliar and Frendly Discourse Dialogue Wyse the reasons for 
the great number of vagrant poor, epitomise the attitude of the 
majority : 


Dutie. And fyrste you shall understande that there ar 
twoe causes whie these poore doe thus wander in the Cittie. 
The one ys, as I saide before, throughe the carelesse and negli- 
gent government as well of the principall governours as other 
Inferior offecirs. . . . The other is, as I tolde you before, 
London can not relyeve Englande. 

Dignitie. I pray you make an ende of London before 
you enter into Englande, and tell me heare howe the faulte 
maie be remeadyed in London. 


But finer minds saw further. At first “the alteration of 
the Coyn ” and rack-renting had to bear the blame for the distress ; 
yet so early as 1549 an anonymous memorialist addressed to 
Protector Somerset a document which came nearer to the truth. 
The “ polices to Reduce this Realme of Englande unto a Pros- 
perus Wealthe and Estate,” printed here for the first time, fixes 
on the exchanges as the root of the trouble. ‘‘ One cawse is the 
fawling of the exchaunge be twein vs and Flandres and betwein 
us and other nacions my meaning is not thabasing of our Coynes 
to be the cawse as the moste men Do affirme.”’ Pay less for 
precious metals, export more goods, so that ‘‘ mouche Bullion,” 
representing the favourable balance, ‘‘may be brought from 
beyonde the Sees into the Kinges Mintes.” Yet even then the 
exchange may go against us, unless manipulation and usurious 
transactions can be stopped; and discussion of the methods 
of tampering leads to proposals for fighting high and capricious 
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rates of interest and for stabilisation; above all, to projects for 
nationalising exchange business and the establishment of a public 
bank and an organised system of credit which should leave no 
loophole to the privateer. The Elizabethan trader and merchant 
was straining at the leash. Credit he must have, yet credit he 
could only get at absurd rates: he accepted them and up went 
prices in consequence; and tthe money-lender throve. Hence 
“usury,” universally denounced, is the great Elizabethan topic 
of economic discussion. 

It is the chief merit of these volumes that they bring trade 
and industry into relation with the all-important structure of 
credit, and depict the (often weak) monetary foundations upon 
which commercial enterprise had to be built. It is easy 
to condemn the contemporary economic thinkers as second-rate, 
as did a recent reviewer of Thomas Wilson’s treatise on usury. 
The Tudor age was an age of action, and there was no academic 
study of value and prices. The proposals with which Cecil was 
inundated came from men intimately affected by the conditions 
they were trying to remedy, not from philosophic students. 
As such, they are surprisingly far-sighted, and of interest to 
an age of far finer technique and immeasurably greater inter- 


national standards of business and good faith. 
EK. F. Jacos 


Medieval Cities, their Origins and the Revival of Trade. By 
HENRI Prrenne; translated by F. D. Hatsry. Princeton 
University Press. 1925. 249 pp. 


In lectures at Princeton and other American Universities 
one of the first of living historians and best of living lecturers put 
within reach of those who had not time to follow his articles, or 
to read his great Histoire de Belgique, views on urban origins 
which every economist—not historical economists only—ought 
to mark and learn. One had hoped to be able to say—here, in 
this little book with its small pages, is Pirenne for the busy 
economic man, who has no longer any excuse for not marking him. 
But the busy man has got his excuse, or at least half his excuse, 
given him in part by the University of Princeton and in part, 
one supposes, by the American Typographical Union. It is 
not a good translation, though it will do, and it gets worse as it 
goes on, until at last it has to be turned back into Pirenne’s 
forcible lecturing French. The medieval city enjoyed “a law, an 
administration and a jurisprudence of exception, which made of 
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it . . . a privileged personality” (p. 220). ‘‘ But these trans- 
actions [loans at interest by monasteries], forbidden otherwise by 
canonical law, were only temporary expedients” (p. 229). 
“‘ Défendues du reste,” one supposes : and why not canon law ? 
The printing is not first-rate. The battle of Legnano becomes 
Legnans and, in the bibliography, Mary Bateson sounds very 
French as M. Bateron. The price of the 249 little pages is 
lls. 6d. net, due to the Princeton agents, the Oxford University 
Press. But in spite of that, and in spite of ‘‘ exclusivism ”’ and 
“a particular modality,’ where only a particular form or aspect 
is meant, and the city rabble (? “canaille’’) become “ clod- 
hoppers,” the busy economic man should find his 1ls. 6d. and 
digest his Pirenne. It will nourish him. He often pays more 
for some hollow pie of descriptive economics or helping of 


analytical hash. 
J. H. CLAPHAM 


The Greek Commonwealth. Politics and Economics in Fifth- 
century Athens. By AtrreD ZIMMERN. Fourth edition, 
revised. (Oxford: Clarendon Press. 1924. Pp. 471. 16s. 
net.) 


A FouRTH edition of this famous work has now appeared. 
The new text contains only a few small corrections; a short 
appendix of notes has been added relating to some recent pub- 
lications. 

Part three of the book, which is somewhat more than half 
of the whole, is named Economics. It consists of a description 
of the economic life of the typical city-state. Its peculiar value 
is twofold. In the first place it is written with great vividness 
and sometimes beauty of style; it is enlivening and alluring; 
no one need fear to read it in his hour of leisure. The method 
of treatment is concrete, giving a succession of detailed pictures 
which remain in the memory; the reader learns by living through 
the old experience. Secondly, this work has a special value for 
the classical student which arises out of the juxtaposition of 
notes and text. The notes refer to passages, many already 
familiar to him, others unfamiliar, in the classical authors. 
Placed alongside of Mr. Zimmern’s account of Greek life in its 
integrity they yield their fullest illumination. The book is thus 
extremely stimulating in leading us to search for rich significance 
in the most trivial phrase of our ancient texts. 

The economist will find some topics admirably treated. 
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The chapter on Population is satisfying, that on Slavery novel. 
But sometimes he may well be perplexed. One leading conten- 
tion is that the supply of skilled labour was permanently less 
than the demand; the skilled craftsman was never short of work 
or in danger of unemployment. ‘“‘ These craftsmen are not 
competitors at all. . . . There is work enough for all. And if 
anyone suffers, it is rather the public for want of craftsmen 
than the craftsmen for want of a public.””’ When hoping for an 
explanation of this normal condition of under-supply, so blissful 
for the workers, we are told that “‘ everyone at Athens was free 
to exercise any craft or calling he chose.’ Mr. Zimmern does 
not seem to feel the difficulty. He is probably carried away by 
enthusiasm in his account of the happy craftsman, as of the 
happy merchant, who did not have to travel by land: ‘“ His 
ship passed gently like a butterfly from one halt to the next.” 
There is a larger contradiction in his main proposition. In the 
early chapters we are told that the Greeks were too poor to 
care much for the pursuit of riches. Having only what was 
necessary, they did not learn the fascination of acquisition for 
the sake of acquisition. Hence they had time to devote them- 
selves to things of beauty and became wise in their knowledge 
of humanity. It is a hard saying that the poor think less of gain 
than the rich; but it may be so. Later on, however, we find 
that those who produced the most exquisite works of art were 
just those who had been infected with the spirit of the trader, 
the fifth-century Athenians. Thus the initial condemnation of 
the economic man as unfitted for better things is not justified 
by the subsequent development of the story. The economist’s 
dialectic playing over this work must needs remain to some 


extent unsatisfied. 
R. Harrop 


Trade Routes and Commerce of the Roman Empire. By M. P. 
CHARLESWORTH. (Cambridge University Press. 1924. 
12s. 6d. net.) 


Mr. CHARLESWORTH provides us with a competent and useful 
summary of the facts about the commerce of the main regions of 
the Roman Empire. The book would be more readable if it were 
not so highly condensed, and we should have been grateful if in 
his notes he had reproduced the more striking passages in the 
numerous authorities to which he refers us. Although his obliga- 


tions to the monographs of other scholars are considerable, he has 
112 
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scrupulously cited the primary sources, literary and epigraphical, 
for every statement of any consequence. He has made good use 
of the reports of archzeological excavators, as may be seen by his 
remarks about recent discoveries at Ostia (p. 147), in the Tarim 
basin (p. 111) and in the ancient iron workings of the Sambre 
valley (p. 198). If his book dealt exclusively with routes the 
failure to provide any maps would be inexcusable; for the only 
map of routes already printed which he regards as at all adequate 
is that by Vidal de la Blache in the proceedings of the Academie 
des Inscriptions et Belles Lettres for 1896; and this is not within 
the reach of ordinary readers. In fact, however, Mr. Charles- 
worth has not attempted a minute study of routes, and much 
of his space is devoted to regional surveys of the several provinces, 
from the economic point of view. He describes the natural 
resources, the manufactures, the exports and imports, the markets 
and havens of each of the principal provinces. They are not 
all described on the same scale, and his treatment of Britain is 
distinctly slight, when we bear in mind the fact that his work is 
intended for English-speaking readers. Still he tells us much that 
is interesting and derived from unfamiliar sources. 

It is remarkable how little we know about the organisation 
and the products of some of the leading industries of the Roman 
Empire. <A good deal of information has been collected about 
pottery and glass. We have the Lex Metalli Vipascensis to 
illustrate the management of a large-scale Spanish mine. But 
about the textile industries, and all those which produced highly 
perishable articles our information is slender and unsatisfactory. 
We might have expected that the Oxyrhyncus papyri would throw 
some light on the textile industries of Egypt. But all they tell us 
is that Egyptian weavers had apprentices whose terms of service 
and remuneration were carefully defined in written contracts 
(pp. 29, 248). We might have hoped that the inscriptions of 
Gaul would tell us something useful about the woollen manu- 
factures of the tribes whom Pliny enumerates as specially skilful. 
But the inscriptions only prove that the middlemen, the dis- 
tributors, of these tribal industries were to be found in cities such 
as Burdigala, Vienna and Paris (p. 195). 

The most attractive chapters in the book are those which deal 
with the Far Eastern trade. Mr. Charlesworth has profited by 
the explorations of Sir Aurel Stein, and he has used Hirth’s China 
and the Roman Orient (Shanghai, 1885), which gives some instruc- 
tive passages from Chinese sources. One of these passages 
attributes to the Parthians the design of controlling the silk trade 
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between East and West, and Mr. Charlesworth, working on this 
hint, finds in it the explanation of the constant efforts of Roman 
statesmen to keep open and to patrol the route leading from the 
Black Sea to the Caspian, which had been first exploited by the 
Seleucids (c. vi). It was a less obvious route to the East than 
that which passed through Mesopotamia, but it was not exposed 
in the same way to Parthian interference. The best route to 
India, the direct sea-voyage from the Red Sea to the Malabar 
coast, only became practicable in the first century A.D. when the 
sea-captain Hippalus had observed the periodicity of the monsoon, 
and had discovered that with the help of the monsoon it was 
possible to go to India from Egypt, and to return, within six 
months. The thriving commerce with South India which grew 
out of this discovery has been illustrated by archeological finds 
in the Nilghiri tombs, and by coins discovered in the neighbour- 
hood of Coimbatore. This commerce ceased towards the end of 
the second century, but not before Roman geographers had 
acquired a fair knowledge of the coast-line of India up to the 
Ganges (pp. 68-73). 
H. W. C. Davis 








NOTES AND MEMORANDA 


THE Position or Russian AGRICULTURE 


THe Russian mowjik eagerly welcomed the new Revolu- 
tionary Government in October 1917. All the large estates 
were confiscated and passed into the hands of the peasants. 
The socialism of the peasant did not, however, extend beyond 
his interest in the land. When in 1918 the new Government 
began in earnest to give effect to the true principles of the 
Socialist regime, setting up the “ agricultural communes,” and 
organizing the Soviet Estates, the management of which was 
to be in the hands of the urban proletariat, and especially when 
it proceeded to requisition cereals to satisfy the food require- 
ments of town and army, though unable to give any equivalent 
benefit to the peasant, the peasants in their turn began to show 
dissatisfaction, and often in unmistakable fashion. 

In his conflict with the new Government over his land, the 
peasant preferred an economic passive resistance to a more 
active attitude of political opposition. He reduced his sowings 
to the bare minimum required for the needs of his family, and 
concealed his stores from the requisition agents. A rapid decline 
followed in industry, which no longer received the necessary raw 
materials from the farms. The result was chaos in the national 
economic life, and the interchange of products as between village 
and town entirely ceased. This state of affairs persisted through- 
out the civil wars, the blockade and the famines of 1920-21, 
and was in a certain measure the cause of each and all of these 
happenings. 

The impossibility of extending the sown areas or of augment- 
ing the agricultural production by the sole means of direct State 
regulation became increasingly apparent. The rapid break-up 
of the economic life of the countryside forced the Government 
in the spring of 1921 to make a radical change in its agrarian 
policy. From being a mere factor in the realisation of the 
proletarian State, the peasant now becomes an end in himself 
with his own immediate and inherent class interests, and thus 
passes from a position of complete dependence on the State to 
one that is more independent and leaves him at liberty to pursue 
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his own economic activities.1_ As, however, is inevitable in every 
period of transition, the development of the New Economic 
Policy (N.E.P.) did not pursue a consistently direct course. 

Towards the end of 1922 the agrarian legislation of the period 
of militant communism was replaced by the Agrarian Code, 
which, while preserving the principle of land nationalisation, 
deals rather with the individual rural holding than with the 
collectivist undertaking managed on socialistic lines. The new 
land legislation no longer places administrative difficulties in 
the way of the free choice of the forms of land tenure. The 
land is granted to all citizens to be worked, with the usual rights 
of succession. No one may receive a larger portion than he can 
bring under cultivation by the labour of his own family. The 
letting of the whole or of part of the land is allowed only in 
exceptional cases and for a period not exceeding the usual rotation 
cycle, generally one of three years. 

At this stage, however, as elsewhere, the capitalistic con- 
ditions, which are gradually being developed in the country, 
exercised a marked influence on the Agrarian Code. The homo- 
geneous body of peasants, such as was found at the earlier period 
of the Revolution, gradually became differentiated along the lines 
of varying economic capacities. The average peasant is now 
found side by side with a superior class possessing capital and 
farm equipment of some value, and on the other hand with a 
poorer class unable to cultivate the lands allotted to them on 
account of their lack of means and other requisites. Hence, 
with the object of ensuring a more intensive cultivation of the 
land, on April 25, 1925, the Council of the People’s Commissaries 
of the U.S.S.R. published a decree giving the right to the peasants 
to lease their own land without any restriction for a period not 
exceeding twelve years. This extension of the letting term 
cannot but have the result of encouraging the lessor to make a 
larger investment both of money and labour in his land, and 
also allows the landless peasant to improve his own economic 
position during the period. All forms of sub-letting, i.e. the 
transfer of tenant’s rights to third parties, are absolutely for- 
bidden, being considered a criminal form of speculation in the 
land that has been nationalised. 

Faithful to their purpose of encouraging the development of 
the productive forces of the country-side, the Council of the 

1 See M. Tcherkinsky: ‘“‘ Agrarian Policy in Soviet Russia,’ International 


Review of Agricultural Economics, No. 4, 1924. Published by the International 
Institute of Agriculture, Rome, Oct.—Dec. 1924. 
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People’s Commissaries in the spring of 1925 removed the restric- 
tions with regard to the use of paid labour contained in the 
Agrarian Code. The wealthier farms, employing hired labour, 
are now allowed to use this labour freely with certain safeguards 
against any excessive exploitation. Thus a working day of over 
eight hours can only be arranged by mutual consent, having 
regard to the farm operations required at the different agri- 
cultural seasons. Young persons may be engaged if not less 
than fourteen years of age, or twelve years for work of a specially 
light character. Rural farm undertakings employing three hands 
at the same time paid on a yearly basis are obliged to pay for 
their insurance, etc. As a result of all these new legislative 
conditions the rural farm is being increasingly organised on a 
more systematic basis. 

The cost of land improvements is now entirely borne by the 
rural population, which is keenly interested in the question of 
the amelioration of its own land, in so far as relates to the appli- 
cation of modern methods of cultivation and improved systems 
of rotation. The total of the payments made annually by the 
peasants for this purpose amounts to 6,000,000 roubles. Hitherto 
the Government has been unable to contribute any large sums 
for this work. The land settlement of the Russian Socialist 
Federal Soviet Republic (R.S.F.S.R.) alone would require for the 
whole area an expenditure of 230,000,000 roubles. During the 
next few years it is proposed to make an annual contribution 
of 12 to 15 million roubles. For carrying out special improve- 
ment works in the lands of the dry regions, which present the 
most serious difficulty for Russian agriculture, the People’s 
Commissariat of Agriculture of the U.S.S.R. has recently pro- 
posed the constitution of a special fund of 77,000,000 roubles 
to be spread over the budgets of three consecutive years as 
follows: 20,000,000 roubles for the financial year 1925-26; 
26,000,000 for 1926-27, and 31,000,000 for 1927-28. These 
amounts are to be used for improvement works and for the 
selective cultivation of seeds resistant to drought, etc. It is 
hoped that in this way some security will be given to the rural 
farm undertakings, and that the peasants in these particular 
parts of Russia will be safeguarded against the periodical return 
of famine such as occurred in recent years. 

The Revolutionary Government, after having rejected the 
high-sounding idea of transforming life in all its forms according 
to socialistic theory, has thus gradually accommodated itself to 
actual facts, and is becoming more influenced by the capitalistic 
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spirit. As far back as 1921, Lenin declared that “ capitalism is 
a curse when compared with socialism, though capital is a blessing 
when compared with the economic system of the Middle Ages.” 
This evolution in ideas finds its counterpart in the progress of 
economic life. In particular, mention should be made of the 
progressive increase during the last three years in the areas 
under cereal crops, of which there were 50 million desiatines 
in 1922, 60 millions in 1923 and 66 millions in 1924. In 1925, 
according to the estimates of the Central Statistical Depart- 
ment, the sown area should show an increase of 4 per cent. as 
compared with the previous year. Side by side with the quanti- 
tative improvement in agriculture there is also proceeding an 
improvement in quality. In 1913 for every hundred desiatines 
of land sown with cereals (rye, wheat, barley, millet, buck- 
wheat), there were 8-2 desiatines of textile and leguminous 
plants and root crops, whereas in 1924 this proportion rose to 
13-2 per cent. The area sown in cotton in this year is reckoned 
as 561,000 desiatines as against 441,000 in the previous year. 
As compared with the corresponding area in 1915, the largest 
in the pre-revolutionary period, this figure represents 71 per 
cent. In Turkestan the cotton crop has already reached 80 per 
cent. of the figure for the pre-war period. 

As regards the harvest for 1925, it is to be noticed that at 
July 15, according to the figures of the Central Statistical Depart- 
ment, the estimate of the total yield of cereals was over four 
milliards of poods. At present it is difficult to say exactly how 
much will be available for export, though the Central Bureau 
is of opinion that it will be possible to count on an exportation 
of 500 to 600 million poods of cereals, i.e. about equal to the 
average of Russian exports in the pre-war years. These estimates 
may, however, prove partially inexact. This was the case last 
year, when it was estimated that it would be possible to export 
70 million poods of cereals. Insufficient account was, however, 
taken of the poor harvest in South-Eastern Russia, and as a 
matter of fact it was necessary to import from abroad 30 million 
poods. It is significant in connection with the crop forecasts 
for the present year that the prices of grain, after having shown 
last autumn a continuous increase, began as from the month 
of April in 1925 to exhibit a tendency to fall. 

Russian cereal exportation has great possibilities in the 
future. It is sufficient to contrast the average productivity in 
Russia with that in other States. In 1924 the average wheat 
harvest per hectare were as follows: in Denmark 26-7 quintals; 
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in Belgium 25-7; in England 22-2; in Switzerland 20; while 
in Russia, in spite of the famous black earth regions, the average 
yield per hectare for the years 1909-13 was only 7-1 quintals, 
and therefore, with the exception of Bulgaria and Portugal, the 
lowest in Europe. In 1922 and 1923 the harvest gave on the 
average similar results, viz. 7-6 and 6-8 quintals respectively. 
In 1924, as a result of a partial famine, production fell to 5 quintals 
per hectare.} 

It may be of interest at this point to examine the conditions 
of Russian foreign trade for the first six months of the year 
1924-25 (October to March), remembering that the exportation 
of cereals, the chief item in agricultural exports, was perforce 
suspended. The following statement is reckoned at pre-war 
prices and in thousands of roubles. 


AGRICULTURAL EXPORTS 




















1924-25. 1923-24. 
(1st six months). (1st six months). 
Cereals fete OG <a & of ow 14,665 139,556 
Oilseod Cake .o.« « i ow 6 8 14,944 12,013 
Wee as ts 5. Ol ewe mk CUO 19,212 6,363 
REP as cee ae oe es Se 2,944 3,420 
Oe ee ee 8,923 2,558 
Flax and Fibre . .... . 44,406 14,012 
2 ee 24,444 25,782 
Miscellaneous . . . ... . 25,454 8,702 
Total a ae ae 155,042 212,406 
INDUSTRIAL EXPORTS 
PEE Ke ee, Rs ee: a 22,181 24,369 
Peteoloum. « « . «© « «6 «8 23,042 14,024 
Manganese Ore oT on cw oe ee 7,988 6,030 
Miscellaneous . . .... . 23,148 10,207 
Total it a Se ON 76,359 54,630 





For the same periods imports were 150,000,000 and 233,000,000 
roubles respectively. Thus, while aggregate exports were reduced 
by 36,000,000, imports show an increase of 83,000,000. In 
contrast to a considerable surplus of exports over imports in the 
trade balance of the previous year, the first six months of 1924-25 
show an excess of imports over exports to the value of 2,000,000 
roubles. The leading foreign country both as regards impor- 
tation and exportation has been England, which has taken 
29 per cent. of the total Russian exports and contributed 24 per 
cent. of the total imports. 


1 International Year-book of Agricultural Statistics for 1924, Published by 
the International Institute of Agriculture. Rome, 1925. 
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All the Central and Eastern European countries, which after 
the Russian agrarian revolution initiated schemes of agrarian 
reform, stand in great need of imported agricultural machines, 
with the possible exception of Czecho-slovakia; but in Russia, 
where there is an absolute “machine famine,’ the need is 
peculiarly acute. This year the estimated cost of the pro- 
gramme for the construction of agricultural machines is 32,700,000 
roubles at pre-war values, or an equivalent of about 60 per cent. 
of the pre-war production, but the requirements of the peasants 
go far beyond the possibilities of internal production. The 
average value of the imported agricultural machines for the 
years 1911-13 amounted to 50,600,000 roubles, and Russia 
occupied a leading position in world trade as an importer of 
these machines, absorbing 40 and 20 per cent. of the total machine 
exports from Germany and the United States respectively. In 
the first six months of 1924-25 agricultural machines were 
imported to the value of 5,600,000 roubles as against 266,000 
roubles in the corresponding period of the years 1923-24. It is 
obvious that a large field of commercial activity is here open for 
foreign capital, provided that the firms are prepared to give 
long credit. There is very little capital in the country, and 
therein lies the most complex problem for the Russia of 
to-day. 

The peasants’ inability to obtain adequate credit is a further 
obstacle to reconstruction in agriculture. On April 1, 1925, the 
total State agricultural credit amounted to about 140,000,000 
roubles, the funds for the purpose being administered only 
through the Central Agricultural Bank of Moscow, the four 
Banks of the Republics, the 55 Regional and Provincial Credit 
Societies and the 8,560 co-operative societies of first grade. 
By October 1925 this total will probably reach 150,000,000 or 
160,000,000 roubles. The inadequacy of this amount may be 
gauged by the fact that the total of the advances made through 
every channel of rural credit as on April 1, 1925, was equivalent 
to the sum of nearly seven roubles for each farm holding, whereas 
the average corresponding amount in the pre-war period was 
50 roubles for each peasant family. If to-day the State wished 
to give 50 roubles to each of the 20,000,000 farm-undertakings, 
the total would amount to 1,000,000,000 roubles, and would 
thus be in excess of the whole of the financial resources available 
for the purpose. In order to increase the funds required for 
agricultural credit in general, the People’s Commissariat of the 
U.S.S.R. Workers’ and Peasants’ Inspection has now raised the 
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question of taking advantage of part of the free funds in the State 
Savings Banks, and of part of the profits of the State insurance 
funds. In addition, the Third Union Soviet Congress in May 
1925 has considered it advisable to pass a series of measures 
offering inducements to the peasants to place their savings at 
the disposal of the co-operative agricultural credit system. At 
the same time the Congress took its stand on the strict observance 
of the legislation which secures the entirely voluntary character 
of the co-operative societies, the freedom of election of the manage- 
ment, the inalienability of their capital, as well as absolute 
secrecy with regard to deposits. It is also proposed to issue in 
August 1925 a loan for 300,000,000 roubles, to be called the 
“Loan of the Economic Revival.” The amortisation of this 
loan will begin in August 1926 and conclude in August 1930. 
The bonds will bear 10 per cent. interest and will be issued at 
their nominal value. The introduction of the loan on the money 
market will be made gradually so as not to cause any fall in the 
exchange. Industry, agriculture and co-operation will receive, 
in addition to this form of credit, in 1925-26, financial aid from 
the funds of the State budget, amounting to a sum of about 
325,000,000 in the form of a long-term loan. 

It might have been expected, in view of the effects of the 
War and the Revolution, which had reduced the number of the 
male population, and in view of the transfer of the large estates 
to the peasants, that any labour surplus would have practically 
disappeared from the village. The problem of over-population, 
however, is becoming more and more acute, and, as before the 
War, the peasants are forced to migrate to the ‘“‘ Promised Land ” 
of Siberia. In 1923 the requests for migration permits amounted 
to 110,000, and rose to 150,000 in 1924, and to 158,000 for the 
first quarter of 1925. The People’s Commissariat of Agriculture 
has fixed the contingent for the whole of 1925 as 118,500 persons, 
a number which is clearly too small. 

While migration and the development of home industries 
may act as some relief to the present congestion of the rural 
labour market, the true solution of the problem will only be 
found when, side by side with such expedients, a more rational 
distribution of labour supplies is established between agriculture 
and industry, on the lines of the application of more intensive 
methods to agriculture and of the increase of output in industry. 

M. N. TcHERKINSKY, 


Editor of the International Review of Agricultural Economics. 
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GOVERNMENT STORAGE OF CORN AS A PRECAUTION AGAINST 
Foop Scarcity IN WAR-TIME 


AxBoutT a quarter of a century ago this question was a good 
deal debated. The plan did not find acceptance partly because 
the danger was deemed unreal, but even more because it was 
supposed that it would involve impossible expense. 

The Great War, in which the submarine assumed so much 
importance, showed that the danger is not at all one to be neglected. 
The object of the following notes is to demonstrate that the 
precautionary measure proposed cannot be set aside on the 
ground that its cost would be prohibitive. It is important too 
to observe that the expedient is a strictly defensive one, free 
therefore from the risk which accompanies increased armament, 
of provoking retaliatory measures by other powers; which may 
in the end react on our finances disastrously. 

I attempt then a revision of former schemes in the light of 
our experience since 1914, and at the present level of world 
prices, taking a provision of one year as the least that could wisely 
be contemplated. 

The annual consumption of Great Britain is 36} m. quarters, 
of which 74 m. quarters are grown in the island, leaving an 
annual necessary import of 29 m. quarters. 

The cost at 60s.1 per quarter would be £87 m., and ware- 
houses with suitable silos built at say twelve centres good for 
railway distribution, and either at or not far from the ports of 
import, would cost a further £23}? m., giving an initial capital 
expenditure of £110 m. 

After the purchase of the original stock was complete it 
would be important to disturb the normal corn-trade of the 
country as little as possible. Not only then should the original 
purchase be distributed over a considerable number of years 
(choosing years of good world-harvest for specially large purchase), 
but once the system was on foot the renewal of the grain should 
be carried out on a systematic plan pre-determined and publicly 
understood, which could therefore be counted upon. The 
disturbance to normal trade would then be negligible. 

I suggest that within each month the Government brokers 
should be pledged to buy 250,000 quarters of newly-imported or 


1 This is a difficult datum figure to determine. Seth Taylor, the London 
miller, in his scheme which was examined by the Yerburgh Committee in 1897, 
assumed 40s. The average price for three years, 1918—20, was, however, nearly 
115s., whilst that for the following three years was 55s. 4d. 

2 A quarter of wheat in store occupies 9-6 cubic feet. I have reckoned 
ls. 8d. per cubic foot as cost of erecting granaries. This equals 14s. a quarter. 
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of newly-grown British wheat, and to sell 250,000 quarters of 
the wheat that had been longest in their stores. The whole 
stock would thus be renewed each ten years. The Government 
brokers would of course sell at the highest and buy at the lowest 
prices they could obtain. The difference between these two 
prices would then not be one influenced by market fluctuation 
(except to the very limited extent possible in one month), but 
simply that measured by the deterioration of wheat during ten 
years’ storage under good conditions; I find it difficult to know 
how much to allow for deterioration,! but am taking it at 3s. 
per quarter. 

As to the storage period, an expert opinion is given me that 
“actually it is practicable to keep wheat in suitable storage 
(provided it is in good condition and that turning facilities are 
available) for an indefinite period. Commercially this is never 
carried out owing to interest, charges, etc.” 

The possibility of there springing up abuses and corruption 
amongst the brokers of the corn-exchange and those employed by 
Government would be very small. Britain’s annual supply (in 
addition to home crop) would be 29 m. quarters, just as it would 
be if there were no Government warehouses, but of this quantity 
three millions, instead of coming direct from the exporting 
countries, would be delivered from the Government warehouses 
and be wheat of not quite such good quality. 

The annual charge on the national revenue would be : 


Interest on original capital (taken at 44 percent.) . . . . . £4,950,000 
Maintenance of fabrics of granaries (1 per cent. on original cost) . 232,500 
Keeping corn in condition by turning, etc., 29 million qrs. at 3s. 





(3; Davior siestimate 26) 1° 5 sk ss wee CS 4,350,000 
Loss on sale and replacement of one-tenth of this quantity at 3s, 

(Sc EAMIOE ES CRMENBEG SAsy ss ck ew tS es 435,000 

9,967,500 

Add 1 per cent. for brokerage and expenses of management . . 99,675 

£10,067,175 


Say ten million pounds. 

This is higher than Seth Taylor’s estimate of £1} m. (for 
about one-third of the quantity) even when one has taken into 
account interest at 4} instead of 2} per cent. and the addition of 
50 per cent. to the charges for depreciation and turning (as well 
as for the original cost of the corn), but present-day conditions 
probably make the above estimate by the present writer, though 
fairly conservative, sufficiently sanguine. 


1 Seth Taylor allowed 2s., but for what period I do not know. 
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The figures do not of course pretend to be accurate (no 
forecast can be), but they are not so absurdly inaccurate that 
they give no kind of idea to the reader as to the measure of 
responsibility which a scheme of this kind would impose on the 


nation. 
H. M. THompson 


Cardiff. 


Tue First Hatr-Century or “ Tir Accountant” (Vou. 71) 


THE two distinguishing features of the present stage of the 
evolution of our industrial organisation are the emergence of (a) 
the Accountant, and (b) the Advertising Manager. The first 
because the size and complexity of the present industrial unit 
has reduced management to the consideration of masses of figures 
and made the man of figures the fittest to survive, and the second 
because the great output of modern large-scale production has 
involved the inversion of the system of demand calling for supply 
and replaced it by a system in which demand is deliberately 
created and stimulated in order to absorb supply. 

The Accountant came first, he is about half a century old. 
The Advertising Manager is younger;—the review of his first 
half-century is not yet. 

In October 1874 The Accountant newspaper commenced its 
course and the last completed volume of the magazine therefore 
concludes its first half-century. That period may be regarded as 
covering also the life of the accountancy profession in England ; 
the anniversary, therefore, affords an opportunity for a review of 
the rise to recognition of the most characteristic profession of 
the current industrial stage. 

Half a century ago the Official Receiver in Bankruptcy was 
unknown and the bulk of the work of the professional accountant 
was connected with the winding up of the affairs of bankrupts— 
a department which fifty years later has a very small place in the 
practice of a leader of the profession. So predominant was it 
then, that in the first number of The Accountant its editor justified 
his enterprise by saying that in chronicling the “ doings ”’ of the 
profession he essayed to serve he would “discuss the law and 
practice in liquidations, in Chancery, and in bankruptcy.” That 
this was a true witness as to the then interest of accountants is 
confirmed by the statement of Mr. Ernest Cooper, F.C.A., in a 
paper read before the Institute of Chartered Accountants, that “ I 
well remember that to be seen talking to, or having your office 
entered by, an accountant was to be avoided, particularly in the 
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stressful times of 1866 ” (the year of the Overend Gurney crash). 
The editor’s intention was well carried out ;—nearly half the first 
number of his magazine was devoted to bankruptcy matters, and 
into the other half was crowded all the advertisements, editorials 
and other matters incidental to a first number. 

In the year 1874 there was no provision in Statute Law that 
the accounts of Companies should be subject to audit. The old 
“Table A ”’ provided that the auditor might employ an accountant 
to assist him, clearly showing that the auditor was still thought of 
as a member of the Company without professional experience 
himself. Where an audit was conducted, it consisted simply of 
a mechanical checking of the cash account of what would now be 
regarded as a very small business. Gradually, with the growth 
of Joint Stock enterprise and the development of the habit of 
investment by persons taking no active part in the business and 
unable themselves to check the use of their funds by the new 
class of business “organisers,” the certificate of the auditor 
came more and more into prominence as the safeguard of the 
absentees—“‘ the watchdog,” as a solemn High Court judgment 
described him. So that first in practice and afterwards in law 
he became an indispensable official of the Company. 

In more recent periods the increasing size of the unit of busi- 
ness and the growth of combines, vertical and horizontal, together 
with the increasing keenness of competition, have led to the 
emergence in administrative functions of the accountant as the 
man who understands the meaning behind the figures and reads 
elaborate statistical statements and charts which are mysteries 
to the non-professionally trained man. In many quarters since 
the war the training of an accountant is regarded as the best 
possible education for the higher administrative posts, and hence 
such a shining example as the appointment of Mr. D’Arcy Cooper, 
F.C.A., to succeed the late Lord Leverhulme in the direction of 
the great Lever concerns. 

In these circumstances Sir Josiah Stamp in his recent book 
makes his appeal to the professional accountants, as having almost 
a stranglehold upon the data, to play the part which they alone 
can play in clothing the bare skeleton of economic theory with 
the flesh and blood of ascertained fact. A glance at the contents 
of the recent issues of the professional organ indicates what a 
change in this direction has already taken place, not only within 
the last fifty years, but within the last ten years. The time when 
accountants were first and foremost bankruptcy experts has long 
gone by and is almost forgotten. Economics (with Sir Josiah 
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Stamp as Examiner) is a compulsory subject in the examination 
of one of the two principal bodies of Accountants, as also is 
Statistical Methods (the Society of Incorporated Accountants and 
Auditors); whilst it is already an optional subject in the other 
(the Institute of Chartered Accountants). The interest in the 
subject which is so created in student days is maintained by the 
regular publication of articles and lectures on a wide range of 
subjects of economic interest in The Accountant. Recent issues 
have contained articles on such subjects as: Money; Currency 
policy and the Bank Rate; Mr. Flux has discussed the Census 
of Production; another authority has expounded Government 
Finance and its influence on British Banking; Prof. Smith has 
discoursed on Cassel’s theory of the Foreign Exchanges; the 
Gold Standard and the return to it have been fully discussed in a 
series of articles by Prof. J. H. Jones; and in the volume before 
us there have been a number of other articles which must have 
delighted the heart of Sir Josiah Stamp, whose own paper, already 


referred to, appeared first in this JoURNAL. 
W. J. Back 





OFFICIAL PAPERS 


First Report of the Royal Commission on Food Prices.' 


Tuis Report, together with its two supplementary volumes 
of minutes and statements of evidence, contains a wealth of 
interesting and suggestive material. Readers of the JouRNAL 
will be aware that it deals only with bread and meat, and will 
also have taken cognisance of its chief proposal, viz. the estab- 
lishment of a Food Council. 

In studying the Report it is advisable to begin at p. 147, with 
the seven-page summary of its seven parts and its recommenda- 
tions. After the summary the two dissentient reports by Mr. 
Ryland (individualist) and Mr. Smith (collectivist) should be 
glanced at (pp. 173-199) before the Report itself is attacked. 
The verbatim reports of evidence in Vol. II and the statements 
in Vol. III would be easier to handle if a brief topical analysis 
of their contents had been prefixed: the indication given on 
pp. iv to vi in the columns headed “ Main Subject-Matter of 
Evidence” are too general to be of much service. Nearly all 
the “ practical ’’ men are worth reading with a view to descriptive 
economics. In particular Mr. A. H. Hobley, the Central Wheat 


1 Volume I. First Report, Cmd. 2390, 3s. 6d. net. Volume II. Minutes of 
Evidence, £1 net. Volume III. Appendices, 15s. net. 
No. 139.—VoL. Xxxv. KK 
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Buyer of the Co-operative Wholesale Society, and the brothers 
Vestey of “‘ Union Cold Storage,” ‘‘ Vestey Brothers,” etc., etc., 
should not be missed. Of the officials, Mr. Flux (Board of Trade) 
and Mr. Hilton (Minister of Labour) were in the main dealing 
with elements, and Mr. Thompson (Ministry of Agriculture 
and Fishing) with the Linlithgow Committee; Mr. Hawtrey 
(Treasury) again (on Food Prices and the Value of Money) is 
elementary. There is a useful memorandum by the Ministry 
of Transport (Mr. Hurcomb) on the present position in regard to 
railway rates and charges. Mr. Coates (Board of Inland Revenue) 
submitted estimates of profits in the food trades based upon 
income tax returns, this being the first occasion on which those 
data have been used for this purpose. Of the remainder, Dr. 
Bowley has some very suggestive criticisms of the Retail Price 
Index No. (cost of living). No one should miss the evidence of 
Mr. Wise, more particularly those sections in which Sir Halford 
Mackinder and Sir Auckland Geddes were cross-examining 
(? being cross-examined). The Earl of Crawford and Balcarres 
(Chairman of the Royal Commission on Wheat Supplies) was 
trenchant and weighty and seems to have influenced the Com- 
mission materially. Mrs. Hart’s evidence (“from the point of 
view of the housewife ’’) will make you (if you need it) think 
better of the human race. 

The Report itself opens more questions than it settles, and 
the large measure of agreement among the members (only two 
real dissentients) was probably obtained by avoidance of sharp 
definition. On p. 2 we read, “‘ we have been forced to the con- 
clusion that at least some purchasers of bread and meat have to 
pay an unfairly high price for the loaves and joints which they 
actually receive.” Not much “force’’ would be needed to 
bring any sane person to this conclusion. What we require is 
something like a definition of unfairness in price, a measurement 
of its extent, an estimate of the degree in which a Food Council 
can prevent it and of the cost of its prevention. None of these 
things do we obtain. Y«t the document may stand as an interest- 
ing and sincere reflex of a mentality which is widespread to-day, 
where the mind is equally distrustful of competition, of com- 
bination, of nationalisation. Its danger is that the general 
atmosphere of suspended judgment may inhibit intensive and 
thorough examination of specific points. To the present writer 
it seems that this has occurred, and that a certain ‘“‘ woolliness ”’ 
pervades the argument of the Commission. 

An illustration may be found in the controversy over the 
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number of loaves produced per sack of flour. The trade evidence 
(in England) points to something less than 92 loaves per sack; 
the Commission believe that the true figure is 93 or more. 
Possibly they are right, but few will be satisfied that they have 
taken the necessary steps to reach their conclusion. First they 
seem to have made no examination of actual trade results under 
normal baking conditions : they refer to, but do not cite, evidence 
from the National Bakery School, London, and their chief 
reliance seems to be placed on experiments in the War Office 
Bakeries at Aldershot and Shorncliffe. These experiments 
yielded, in fact, an exceedingly ambiguous result on the crucial 
point, viz. what number of loaves can be produced within the 
limits of weight set by the Sale of Food Order. 

A second illustration may be permitted. The Commission 
attach great importance to the considerable range in the prices 
of bread at any given moment: they seem, however, to have 
made little effort to explore the two relevant questions: (a) how 
far these differences are explicable at any moment by differences 
of quality or conditions of sale, (b) how far they do or do not 
cancel out through time. 

So too with general theorising. Here again, as with statistics, 
the Commission seem to be able neither to discard the weapon 
entirely nor to utilise it thoroughly. They commence a para- 
graph (27) with the cliché, “‘ Into this controversy we do not wish 
to enter,” and continue it into something very like an ea cathedrd 
pronouncement. 

Up to date the cost of the Commission is given as just over 
£1400, whilst a further £1400 has been spent on publishing the 


three volumes. 
H. O. MEREDITH 





Committee on Industry and Trade. Survey of Overseas Markets. 
(H.M. Stationery Office, 1925. Pp. iii + 740. 6s.) 


THE Committee on Industry and Trade appointed by the late 
Prime Minister in July 1924 “‘ to inquire into the conditions and 
prospects of British industry and commerce with special reference 
to the export trade ” followed the suggestions contained in the 
memorandum accompanying its terms of reference, and began 
its heavy task by surveying the present position of British over- 
seas trade and the principal overseas markets for British exports 
‘in order to ascertain the main factors operating in those markets 


by which the development of British export trade is or may be 
KK 2 
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affected.”’ The material for this survey was derived mainly from 
information supplied to the Department of Overseas Trade in 
the ordinary course of its routine work, and to a less extent 
from memoranda prepared for the Committee by the Board of 
Trade on certain aspects of commercial policy and relations, 
e.g. commercial treaties, subsidies, ete. The whole is now pub- 
lished in the hope that British manufacturers and exporters may 
find it worthy of inspection and may profit by discovering new 
trade opportunities as a result of careful study of its many facts 
and figures. 

The volume is thus largely a series of market surveys, which 
are arranged for the most part under certain broad headings 
covering the principal financial and economic aspects of the trade 
situation in each of the countries or groups of countries reviewed. 
The net is spread widely and, actually, all the world’s trading 
communities are included. It is an extremely dull production; 
but an adequate index permits a manufacturer or an exporter 
readily to ascertain whatever is stated concerning his own special 
interests, without requiring him to read much else. In many 
important instances the information obtained will be little 
enough. To take one example, a comparison under the heading 
“ competitive situation ” of the several surveys discloses omissions 
in the case of almost every important industry where more detail 
and fuller treatment would have been welcomed by those for whom 
the work is intended. 

To the student the more interesting parts are the introduction 
(pp. 1-26) and the memoranda with statistical tables prepared 
by the Board of Trade. The latter constitute a competent and 
useful piece of work, and afford evidence for what many teachers 
have suspected and have taught on the basis of inadequate 
calculations undertaken by themselves. There seems to be little 
doubt of the truth of the conclusions reached : (i) that, measured 
in values, an increased percentage of the world’s trade has fallen 
to our share, but that this increase is at least partly due to a 
disproportionate rise of price rather than to an expansion of 
volume; (ii) that recovery and expansion of volume of overseas 
trade are being checked by a great increase in productive and 
distributive costs. Much stress is laid by the Committee on the 
growth of local manufacture as a cause of the falling off of British 
trade in particular markets, and the continuous trend or shift 
of international trade towards dealings in commodities of higher 
qualities and in goods the production of which depends on special 
skill or local advantages. All this, of course, is familiar enough 
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to students of market conditions; but the Committee, bearing 
in mind the audience it is addressing, does well to emphasise it 
and to point out the consequences for the British manufacturer. 
There is a cautious and well-guarded reference to long-run effects, 
concerning which the Committee is inclined to be optimistic; 
but, knowing that no business man cares much about these, it 
handsomely admits that the-comfort for present-day individual 
traders may appear somewhat cold. The conclusion is reached 
that our manufacturers should strive with all their power to 
accommodate their outlook, their methods and their organisation 
to this new tendency, which, in the Committee’s phrase, is one 
of several that need careful watching. Further volumes are 
promised when, in the consideration of the possibility and method 
of such accommodation, the whole field of commercial and in- 
dustrial organisation and efficiency has been explored, including 
the relations among the classes engaged in production and 


distribution. Di bene vortant. 
J. G. Smiru 





Report of the Economic Commission on the Queensland Basic Wage. 
(Brisbane : Government Printer.) 


IF an observer in another hemisphere may venture an opinion, 
the history of compulsory arbitration in Australasia falls into 
three principal periods or phases. Beginning—in intention at 
any rate—as a means to the prevention of disputes, the arbitra- 
tion machinery soon became a normal method of wage-deter- 
mination, dominated by the principle of a “living wage ”—in 
particular, by the standard laid down by Mr. Justice Higgins 
in the Harvester case. More lately, a certain reaction has set 
in. The report on the Queensland Basic Wage (which was 
referred to in ‘‘ Australian Notes” in the Economic JourNAL 
for June 1925) belongs to this third phase and is characteristic 
of it in stressing (1) the limitations placed on the living-wage 
principle by the productivity of industry as a whole, and (2) the 
necessity of adjusting wage-standards to the circumstances of 
particular industries. 

It declares emphatically that “ the chief guide ”’ to be followed 
in determining the standard wage for industries of average 
prosperity should be “the capacity of industry to pay wages,” 
and that “ cost of living ” [i.e. the sum required to buy a minimum 
or “‘ reasonable ”’ standard of comfort] “ should only be taken into 
account after capacity to pay has been ascertained.” And it 
attaches “‘ great importance ” to “ the principle of discriminating 
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between industries according to their prosperity.”’ To assist the 
Arbitration Court in declaring annually the basic wage for 
industries of average prosperity, an “ index of capacity to pay ”’ 
should be constructed by taking the arithmetic average of (a) an 
index of the value of material production per head in the pre- 
ceding year (as recorded in the Annual Production Bulletins of 
the Commonwealth Statistician), and (b) an index of the pros- 
pective value of material production per head in the year in 
which the declaration is made (based on crop reports and informed 
guesses as to the prospects of manufacture). But the basic 
wage should not vary automatically with this index; other 
relevant factors, such as unemployment in Queensland and wages 
in other States, should be taken into account: a wise proviso 
this, for all experience of sliding scales goes to show that ‘ auto- 
matic’ methods of wage-adjustment are the more successful 
the less automatic they are. If a particular industry is shown to 
be of more (or less) than average prosperity a higher (or lower) 
basic wage should be applied to it: the Court should not award 
a wage below the Harvester standard, but, when an industry 
cannot afford the standard, should suspend its awards if the 
workers are willing to work for a lower wage. The declaration 
of a general basic wage below the Harvester standard is con- 
templated as possible but improbable. 

Thus the living wage or “cost of living” principle is not 
abandoned altogether. The proposals of the Report differ from 
existing practice mainly in substituting the principle of “ capacity- 
to-pay ’’-modified-by-“ cost-of-living’ for that of “ cost-of- 
living ”- modified-by-‘‘ capacity-to-pay,” and in casting an index 
of “capacity” for the role now played, in the Commonwealth and 
New South Wales, by an index of cost of living. They are 
significant symptoms of the trend of Antipodean opinion. 
Whether their adoption is desirable or practicable it is impossible, 
at this distance, to say. For English economists, the main 
interest of the Report lies in the confirmation by experience, as 
there recorded, of some accepted generalisations about the 
difficulties of applying the living-wage principle—e.g. its tendency 
to make wage-standards too uniform as between different 
industries (cf. North American experience); and in the bearing 
of the facts which it describes upon that re-statement of the 
theory of wages which seems to be called for by the dominant 
influence of massive combinations and of public opinion in the 


modern labour market. 
G. F. SHOVE 
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OTHER OFFICIAL PAPERS 


Sixty-seventh Report of the Commission of His Majesty’s Inland 
Revenue for the Year ended 31st March, 1924. Cmd. 2227. 





Report on an Investigation into the Personal Circumstances and 
Industrial History of 10,903 Claimants to Unemployment 
Benefit. (Ministry of Labour, 1925.) 


THE characteristics of ‘‘ claimants ’’—who must be distinguished 
from the “ unemployed ”—are inferred from a sample of about 
one per cent., which on comparison with the results of the similar 
inquiry in 1923 is judged to be adequately representative of the 
total body. 





Report of the Committee on Stabilisation of Agricultural Prices. 
(Ministry of Agriculture and Fisheries. 6s. net.) 

THE causes for which remedies are sought fall under two 
heads: (1) Monetary, and (2) Variations in Volume of Supply 
or Conditions of Marketing. This Report will be reviewed 
subsequently. 





Report of the Imperial Economic Commitiee on Marketing and 
Preparing for Market of Foodstuffs Produced in the Overseas 
Parts of the Empire. Second Report—Meat. (Cmd. 2499. 
1925. 9d.) 





Report by His Britannic Majesty’s Government on the Administra- 
tion under Mandate of British Togoland for the Year 1924. 
[Colonial, No. 14.] 


THE 188,000 Africans who live in this mandated sphere with 
20 non-Africans (all British) are prospering, to judge from the 
answers to the ‘‘ questionnaire ”’ put to the Administration. The 
least satisfactory feature is the prevalence of diseases. 





Economic Resources of Canada. By Str Henry Rew. (Ministry 
of Agriculture and Fisheries. 1925.) 
CaNADA is destined to be one of the chief sources of food 


supply. It is estimated that 440 million acres, or 31 per cent. 
of the land area (a territory exceeded only by China and Russia), 
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are available for agriculture. Public expenditure on agricultural 
development will be forthcoming. Men are required, and are 
not immigrating from England in such numbers as before the 
War. Are Englishmen becoming more gregarious, less willing to 
face the solitude of a farm in a prairie province ? 





Report Submitted to the Committee of the International Chamber of 
Commerce on Economic Restoration. (Paris.) 


THe Report was prepared in accordance with a resolution 
of the Committee on Economic Restoration, nominating Sir 
Josiah Stamp, Mr. Alberto Pirelli and Count André de Chalendar 
a sub-committee to study the question of international transfers 
of reparation payments. The Report sets out (a) the economic 
principles underlying the problem, and (b) a programme of action. 





Report by a Court of Inquiry concerning the Coal Mining Industry 
Dispute, 1925. Cmd. 2478. 
THE main arguments are supplemented by Sir Josiah Stamp’s 
addendum connecting the trouble with currency policy. 





AUSTRALIAN NOTES 
(From our Australian Correspondent) 


Aw ex-Premier of the State (Mr. Holman) recently said of 
New South Wales that “‘ To-day it has reached a level where 
Economics is practically an unknown science.” This, however, 
is opposed by some who at the various Australian Universities are 
actively engaged in teaching Economics. Sydney University 
offers special degree courses designed to provide a liberal 
education and incidentally a study of economic problems and a 
necessary knowledge of modern business principles and practice. 
Following up previous efforts, a meeting was held in Sydney on 
the 26th May, presided over by Professor R. C. Mills, to form a 
new Economic Society, and a committee was chosen to arrange 
for an inaugural public meeting. This is to be a branch of the 
larger Society, based on similar lines, branches of which have 
been formed in Melbourne, Brisbane and Hobart. 





THE Queensland Branch of the Economic Society of Australia 
and New Zealand has already set to work, and its first publication 
is a paper by Mr. James Allen on “ Business Problems and 
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Evolution.” As president of the local Chamber of Commerce, 
the writer deals with the changes effected in the organisation of 
business, and comments on an effective analysis of the cost of 
retail distribution, particularly in regard to rents, advertising 
and sales on credit. He also advocated the endowment of a 
Chair of Commerce. 





THE inaugural meeting of the New South Wales Branch of 
the Economic Society of Australia and New Zealand was held in 
Sydney on the 2nd July, when office-bearers were elected and 
the constitution of the Society was adopted. Professor R. C. 
Mills was elected as President of the Branch. At the next 
general meeting the question of an ‘‘ Australian Loan Policy” 
will be the subject for discussion. 





Dr. H. Heaton, of Adelaide University, has accepted 
appointment to the Chair of Economics and Political Science in 
Queen’s University, Kingston, Canada. His departure from 
Australia is regretted as being a serious loss to Economic 
students not only in Adelaide but in other centres. 





THE first professor of Commerce at Melbourne University, 
Professor D. B. Copland, delivered his inaugural address on the 
30th April, and incidentally referred to three special lines for 
development of research—commerce and business economics, 
labour and industrial relations, and public and business adminis- 
tration. At a meeting of the Economic Society in Melbourne 
on the 2nd June, Professor Copland gave an address dealing with 
the respective effects of internal and external public borrowing. 





ALTHOUGH it may be said that the Australian Commonwealth 
has sufficient serious employment in connection with developing 
Northern Australia, Papua and the Mandated Territory of New 
Guinea, yet attention is being given also to the Antarctic Region, 
where Australians have already been prominent in discovery and 
exploration. Adelie Land, for instance, was provisionally taken 
possession of by an Australian Expedition under Sir Douglas 
Mawson in 1911, but the Commonwealth Government did not 
then take any definite steps in the matter. From recent advices 
it would appear that the French Government may possibly desire 
to hold Adelie Land, based on some ancient claim thereto. It 
is considered that in the interests of Australia it would be prefer- 
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able, in view of past efforts, to arrange that France should con- 
centrate rather upon the zone south of Kerguelen Island and 
waive any claim to the Adelie Land section. 





Topics upon which opinion is considerably divided and 
controversy active are the so-called ‘‘ Desert Areas ” of Australia 
and the degree of efficiency of white labour in the semi-tropical 
areas of North Australia. First, as regards such ‘“ desert areas,”’ 
it may be conceded that more exact knowledge of the climatic 
conditions and natural resources of the inland regions of Australia 
tends more and more to reduce the size of what in time past was 
popularly stigmatised as the “arid Australian desert.” This 
inland territory is still almost unutilised, its rainfall is small, 
and permanent water supplies on the surface are scanty, the soil 
being sandy and absorbent of moisture. Year by year, however, 
there is a widening both of that substantial fringe of the coastal 
areas of the Continent embracing land devoted or suited to 
agriculture, and further inland of the areas ascertained to be of 
value for pastoral pursuits. Both sections are being actively 
developed. Further exploration of northern areas ranging from 
west to east is now being undertaken with a view to discovering 
the possibilities of much virtually virgin country. It is manifest 
that there are great possibilities in regard to further settlement 
in parts bordering the Pacific and the Indian Oceans. One 
authority considers that there is plenty of room for twenty 
million people in Australia, though not in “‘ the great empty spaces 
of arid Central and Western Australia or of tropical North and 
West Australia.” 

On the cognate question of the efficiency of white labour, Sir 
George Buchanan, who was commissioned by Government to 
inspect and report on Australian harbours, has returned and 
cursorily expressed the opinion that white labour in the north is 
not as efficient as black labour is in other countries—in Northern 
Queensland it is neither efficient nor economic. The position 
of white women was deplorable. Insanitary conditions were 
affecting males—unsuitable diet, intemperance, and_ inferior 
galvanised-iron houses, in some cases “ tin boxes, which in the 
hot weather become ovens.” The remedy suggested is for 
Government to insist on the provision of suitable houses, with 
education of the workers in the principles of tropical hygiene and 
feeding, the discomforts of high wet-bulb temperature to be 
ameliorated by use of electrical devices for lighting, fans, etc. 
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Current comment on such an expression of opinion is to the 
effect that ‘‘ Obviously it would be a most desirable consummation 
if every settler in the north could dwell in a pleasant home, 
equipped with labour-saving devices, and a vegetable garden, 
and a store-room full of ‘hot-weather’ comestibles. But it 
all comes down to finance.”’ In this connection we may refer to 
Professor J. W. Gregory’s presidential address to the geography 
section of the British Association at Toronto. Formerly resident 
in Australia, he declared that after critical examination of the 
subject generally he had arrived at the conclusion that the white 
man is not physiologically disqualified even from manual labour 
in the tropics; hottest areas were often the healthiest; moist 
heat was very trying, but no reason existed why black men 
should be able to withstand a higher moist-heat temperature 
than white men, equability of oceanic climates being favourable 
for many conditions of health, whilst the chemical rays of the 
sun are not so inimical to the white man as once supposed, when 
appropriate clothing is worn. There was medical evidence as to 
less kidney trouble in the tropics than in temperate climates. 
One important economic consideration is that the amount of 
wealth produced in the tropics by a given amount of labour is 
much larger than the same labour can produce in the temperate 
zone. Dr. Elkington, Director of Tropical Hygiene of the 
Commonwealth Department of Health, now states that “ careful 
observations show that northern families neither die out nor 
degenerate, nor do they show any evidence of commencing 
degeneration up to the third generation. The tropic-born 
woman is quite as healthy as a woman born elsewhere. Her 
children at school age are taller and healthier than, and at least 
as mentally equipped as, children elsewhere in Australia.” 

On the whole Australians appear confident that the semi- 
tropical areas can be developed by a white population given time 


and suitable financial facilities. 
A. DuckworTH 


June 17, 1925. 





CuRRENT Topics 
Tue following have been elected to membership of the Royal 
Keonomic Society :— 


Adam, T. S. Blake, A. B. Burrows, H. R. 
Alban, F. J. Blois, W. G. T. Burton, W. 8. 
Bacon, F. G. Borg, C. J. N. Butterworth, V. 


Bentley, C. W. Brattle, W. P. Campling, S. J. 
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Cochrane, J. W. Jong, A. M. de. Pitcher, F. H. E. 
Collinson, W. L. Keilhau, Dr. W. Price, C. J. R. 
Cooksley, A. Kiong, C. I. Pritchard, E. 
Crouch, S. Lallemand, Rev. Ray, R. 

David, I. Prof. A. Regan, E. D. 

Davis, F. G. Liang, L. Rendon, J. 

Dunlop, W. R. McGuiness, F. W. Robinson, Prof. J. 


Edwards, R. W. MacKay, D. S., Ph.D. 
Elworthy, W. R., Manson, J. H. Seth, R. K. 
O.B.E. Mathur, R. Shannon, H. A. 
Ewens, Capt. G. P. Mathur, S. S. Sheard, H. 
Fellman, A. L. Morris, J. A. Shrivastava, N. P. 
Field, Prof. J. A. Nambi, P. 8. V. Small, F. W. G. 
Gerrard, W. H. Ohlin, Prof. B. G. Snelling, B.S. 
Gifford, T. J. C. O’Loughlin, J. R. Suri, H. C. 
Gray, W. O’Mahomy, J. Thung, L. L. 
Harding, F. W. Park, J. Watkins, G. A. 
Heath, M. S. Parkinson, H. W. Watkins, G. D. 


Hutton, A. W., 
M.B.E. 


Pearsall, C. W. 


Pilkington, W. G. 


Weston, Prof. N. A. 
Wilkinson, L. 


Jain, L. C. 

The following have compounded for life membership :— 
Alban, F. J. Horton, G. P. 
Bruins, Prof. G. W. J. Lallemand, Rev. Prof. A. 
Corder, B. Liang, L. 
Gifford, T. J. C. Shumshair, Capt. T. 
Hawes, S. T. Thakur, B. T. 


The following have been admitted to library membership :— 
Biblioteca dell’ Universita, Perugia; The T. Eaton Co., Ltd.; 
The Imperial College of Tropical Agriculture, Trinidad; Office 
des Paiements de Reparations, Berlin. 





Str Wixti14M ASHLEY has retired from the Professorship of 
Commerce in Birmingham University after twenty-four years’ 
service. He has been succeeded by Mr. J. F. Rees, lately Reader 


in Economic History in the University of Edinburgh, who, as a 
scholar of Lincoln College, took a First Class in the Honour School 
of Modern History at Oxford. At the same time the opportunity 
has been taken to improve the stipend and status of the Professor- 
ship of Finance, held by Professor J. G. Smith, a pupil of Professor 
Bastable and a distinguished Mathematical Scholar of Trinity 
College, Dublin, and to place this Chair on the same footing as 
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the Professorship of Commerce. Fellows of the Royal Economic 
Society will wish to Sir William Ashley, the first man to occupy 
a Professorship of Commerce in these islands, long life and health 
in his retirement, and strength to make many further contributions 
of importance to the subjects of Economics and Economic 
History. 

In what might be called his ‘‘ educational testament ” the 
retiring Professor said that his Faculty had aimed at treating the 
subjects of instruction in a scientific spirit; by which he meant 
“the spirit which tries to keep out of the slough of mere infor- 
mation; which seeks for causes and aims at generalisation.”” He 
does not, however, abandon his well-known opinion that abstract 
reasoning in Economics has had far too great a value assigned 
to it. The function of a Faculty of Commerce is to make business 
intellectually interesting, and by so doing to help the young man 
to carry an alert mind through the dull years of necessary sub- 
ordination to detail. They had realised that in manufacturing 
concerns the roles of commercial management and technical 
guidance were very different, but they had thought from the 
first, and experience had confirmed the belief, that even a man 
who was going to be occupied entirely with the commercial side 
would benefit by having more knowledge of processes, and that 
it would not be unworthy of their great applied science depart- 
ments to provide for the needs of such a man. He hoped that, 
as the number of commercial students increased and technological 
staffs were enlarged, these departments would be able to give the 
commercial students more help. He looked forward to closer 
relations and co-operation between them. 





Mr. G. D. H. Coz has been appointed to a Readership in 
Economics in the University of Oxford to be held in conjunction 
with the Mynors Fellowship in Social Science at University 
College. He is to hold office for seven years. Before the end 
of that period the teaching of economics may be simplified by 
the abolition of the capitalist system, if the Reader of Economics 
is right in his belief that “‘ the present economic order is breaking 
down and that its definite collapse is a matter not of decades but 
of years’ (Chaos and Order in Industry, 1920, p. 24. Cf. pp. 
11, 224). 





Prorerssor Henry Cray, Stanley Jevons Professor of Political 
Economy in the University of Manchester, has been appointed 
chairman of a Commission set up by the Union Government to 
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inquire into economic conditions in South Africa. The origin of 
the Commission is as follows. In the last session of the South 
African Parliament the Government introduced a Wages Bill, 
which, among other things, provides for the setting up of a Wages 
Board. This Board will be empowered, on the application of 
any industry, or of the Minister of Labour, to fix a legal minimum 
wage for any specified industry. In taking action the Board 
will be required to have regard to the cost of living, a “ civilised 
standard of life,’ and other factors. 

Dr. J. E. Holloway, Professor of Economics at the Transvaal 
University College, Pretoria, has been appointed Director of 
Census to the Union of South Africa. 

Dr. E. H. D. Arndt has been appointed acting-professor to 
fill the post vacated by Dr. Holloway. 





Our Japanese Correspondent writes :— 

The Japanese budget for 1925-1926 was passed by the Diet 
without any substantial amendment. It was framed with a 
view to drastic retrenchment, the avoidance of any fresh issue 
of bonds, and the reform and unification of various special 
accounts. The expenditure was cut down by 152,000,000 yen 
in the general budget and by 104,000,000 yen in special budgets. 
Various reforms were carried out in administration, and 40,000 
officials were dismissed, besides the reduction of four divisions 
in the army. Notwithstanding such drastic retrenchment, the 
total expenditure of the general budget still stands at 
1,549,000,000 yen. But when we remember that in this is 
included 228,000,000 yen of expenses connected with the great 
earthquake, the effort of the Finance Minister must be duly 
recognised. 

The number of unemployed seems to increase, being estimated 
by some to exceed 2,000,000, of which 100,000 are on strike. 
The dissension between the workers of extreme views and their 
opponents is weakening the power of unionism, and the prospect 
of Labour legislation, such as laws concerning Trade Unions and 
Workers’ Insurance, Reform of Factory Acts, and Old Age 
Pensions, being presented to the Diet in the near future is not 
very hopeful. 


THe Emile Waxweiler Endowment has been established in 
order to promote the studies devoted to the various phenomena 
of social life according to the conception and method of Emile 
Waxweiler as they have been defined by him in the preface to 
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his Archives Sociologiques. The income accruing from the fund 
will be employed to further scientific travels, investigations or 
researches in universities, libraries, archives, museums, etc., in 
Belgium or in foreign countries; to meet the cost of publications 
or scientific enterprises; to organise prize competitions and 
generally to encourage any kind of activity that would contribute 
to the purpose of the Endowment. Applications should be sub- 
mitted before the Ist day of October in each year. There is 
no restriction relating to age, sex or nationality. A prize of 
3,000 francs is now offered for competition on A Study dealing 
with the Mechanism of the Propagation of Ideas in our Contemporary 
Societies. Further particulars can be obtained from Le Secrétaire 
Perpétuel, Académie Royale de Belgique, Palais des Académies, 
Brussels. 





In consequence of certain cases of incorrect usage to which 
their attention has been called, the Council desire to remind 
Fellows of the Society that they are not entitled to use the letters 
F.R.E.S. after their names, and that the authorised contraction is 
F.ES. 





THE first issue of the Economic JouRNAL has been long out 
of print, and most recent purchasers of complete sets of the 
Journal have had to be content with a copy of the first volume 
which lacks the first issue. The Council have therefore had under 
consideration the question of preparing a reprint, and are prepared 
to undertake this, provided it appears that a sufficient number 
of libraries and members of the Society are desirous of acquiring 
copies of the first issue. Whether or not the Council will be 
able to proceed with this will depend upon the extent of the 
response which is made to this notice. In the event of the 
reprint being undertaken, copies would be supplied at a price 
not exceeding 10s. each, and less if a sufficient number of copies 
are ordered. Will any Member or Library who is prepared to 
subscribe for a copy of the first issue, with a view to completing 
his run of the Economic JourNAL, kindly communicate with 
the Assistant Secretary, Mr. S. J. Buttress, 6 Humberstone 
Road, Cambridge ? 





Ir is hoped to publish before the end of the year the special 
additional issue of the Economic JouRNAL devoted to Economic 
History, which was announced in June. Contributions intended 
for this issue should be sent to the Editors as soon as possible. 











RECENT PERIODICALS AND NEW BOOKS 


Economica. 


JunE, 1925. The History and Prospects of Vital Statistics. Dr. 
HaraLD WESTERGAARD. The lecture given in University College, 
London. British Commercial Policy in the Eighteenth Century. 
Pror. J. F. Rees. The Economics of Family Endowment. 
Eve.inE M. Burns. So little is known about human motives 
that we cannot foresee the effects of the scheme on the birth-rate 
and on production. It is doubted whether the scheme would 
solve the problem of equal pay for men and women. 


Journal of the Royal Statistical Society. 


Marcu, 1925. An Agricultural Census. R. J. THompson. The 
Fishery Statistics of England and Wales. E. 8S. Russewu and T. 
Epsrer. The use and methods of “ Icthyometric’’ work are set 
forth. Wholesale Prices of Commodities. Tur EpItoR OF THE 
“Statist.” The index-number for 1924 was 139; against 129 
for 1923 and 131 for 1922. 


May. Official Railway Statistics in Great Britain. C. W. Hurcoms. 
The Bearing of Labour Unrest upon the Path to be taken to Sound 
Currency. ALFRED Hoare. The income-tax should be gradually 
increased and the surplus thus obtained should be employed in 
part to stimulate employment, in parts for deflation and the 
redemption of debt. 


Quarterly Review. 

Juty, 1925. The Trades Union Report on Russia. Str BERNARD 
Pares. ‘One who has given most of his life to the study of 
contemporary Russia,” and “has kept himself independent of 
every party,” describes the writers of this report as not qualified 
for the task and their writings as most inaccurate and misleading. 


The Edinburgh Review. 

JuLy, 1925. Marketing Problems of American Farmers. Str HENRY 
Rew. The co-operative marketing movement among American 
farmers is vigorous. National Finance. Harotp Cox. The 
Budget contained one good feature, Mr. Churchill refusing to meet 
expenditure by inflation. 


International Labour Review (Geneva). 

May, 1925. Social Insurance Benefits. Pror. A. Manes. The 
Medical Profession and Health Insurance in Great Britain. Dr. A. 
Cox. The Shanghai Child Labour Commission. DAME ADELAIDE 
ANDERSON, 
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JUNE. The German and French National Economic Councils. RocgER 


Picar. The Agrarian Problem in Spain. FERNANDO DE LOS 
Rios. Owing to the appropriation of common lands the mass of 
the population have either no land or not enough to support a 
family. Compulsory purchase and redistribution of land is 
recommended. 


Quarterly Journal of Economics (Cambridge, Mass.). 


May, 1925. Chapters on Machinery and Labour. G. E. Barnett. 


Referring to the manufacture of glass bottles. A Moving Equi- 
librium of Demand and Supply. H. L. Moorer. Economic 
Psychology and the Value Problem. Frank H. Kvnicur. 
Economists have erred in assuming that behaviour can be treated 
in objective scientific terms alone. The recognition of purposes 
is essential. The Taxation of Unimproved Land in Australia. 
H. Heaton. A long history terminates with the reflection that 
it is as difficult as ever to find new land for new settlers. The 
Early Development of the American Cotton Manufacture. CLIVE 
Day. Surveying the number of factories established in each 
year, the writer is inclined to Rabbeno’s idea of industries creating 
a tariff rather than the protectionist idea of the tariff creating 
industries. 


The American Economic Review (Cambridge, Mass.). 


JUNE, 1925. Germany's Capacity to Pay and the Reparation Plan. 


Frank B. GrawaM. Three-Dimensional Diagrams in Illustration 
of Consumers’ Demand and of Interest Rates and Savers’ Surplus. 
A.B. Wotrer. These complicated diagrams are said to be specially 
adapted to rates of interest and savers’ surpluses. The Definition 
of Income. W. W. Hewett. Income is defined as a flow of 
commodities and services, not simply of services. Savings are 
included as income. Fact and Metaphysics in Economic Psycho- 
logy. Frank H. Knicut. Against the “ Behaviourists”’ it is 
argued that the methods and categories of physical science are 
not adapted to Sociology and Economics. Labour Governments 
and the Social Revolution. J. E. Rosstanou. Facts and argu- 
ments are adduced to show that Labour Governments are not 
a menace to private property. Liberty Bonds in Payment of 
Estate Taxes. Rospert A. Lowe. Theory of Value and Natural 
Resources. JOHN Isz. “ All efforts on the part of the Govern- 
ment to keep down the price of lumber—as far as lumber is a 
gift of Nature—gasolene, oil products, natural gas and anthracite 
are probably contrary to the public interest.” 


Journal of Political Economy (Chicago). 


JUNE, 1925. The Balance required of Borrowers. R.B. WesTERFIELD. 





Analysis of Profit. R.L&xurELpt. The theorem of the [? some] 
mathematical economists, that profit would vanish in a stationary 
State, ignores compensation for risk—the weather would still be 
variable—and payment for the shareholders’ function of directing 
resources into one occupation rather than another; in return for 
which it is considered that ordinary shareholders do, as they 
seem to, obtain dividends much exceeding the current rate of 
interest, the amount of capital lost in a country like England 
not being large. Tariff Devices and Depreciating Currencies. 
No. 139.—VOL. XxXXV. LL 
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W.Mvupacnw. Acountry may logically adopt a special protective 
policy against “exchange dumping,” but cannot expect that the 
device will operate accurately. 


Annals of American Academy (Philadelphia). 


May, 1925. Science in Modern Industry. Scientific methods in 
purchasing and budgeting and various aspects of management 
are among the subjects treated by several writers. 


Bureau of Labour Statistics (Washington). 

No. 357. Cost of Living in the United States. Statistics of the income 
and expenditure of 12,000 families in 92 cities or localities situate 
in 42 States, show that the proportion of income spent on food 
and also on rent is less the larger the income, that the average 
number of persons in a family is greater the larger the income, 
and many other interesting particulars. 


No. 366. Retail Prices, 1913 to December 1923. The trend of prices 
for different articles of food and food as a whole, for coal, gas, 
electricity and dry goods is exhibited in numerous charts and 
tables. 


No. 380. Post-war Labour Conditions in Germany. R. B. Kuczynsk1. 
Statistics of population, wages, cost of living, hours of work, 
unemployment, etc., affording interesting comparison with 
conditions in the year 1913. 


No. 383. Works Council Movement in Germany. B. Stern. Of the 
two functions prescribed to the works councils by the law, repre- 
senting the interests of the employees, and helping the employees 
to raise the efficiency of production, they seem to have performed 
the second more successfully. 


Journal des Economistes (Paris). 

ApriL, 1925. Les interéts économiques et Veuvre socialiste. YvVES- 
Guyot. Les Sociétés a responsabilité limitée. FERNAND-JACQ. 
Referring to the law of March 1925, which sanctions companies 
with limited liability. 


May. La crise agricole aux Etats Unis. Yvus-Guyor. Demandes 
de diminution dimpéts en Grande-Bretagne. W.M. J. WILLIAMS. 


JUNE, 1925. Saint-Simon et son école. Yvues-Guyot. La colonisation 
rurale par les Frangais. A. Bourton. 


Revue d’Economie Politique (Paris). 


Marcn-Aprit, 1925. Le mouvement de la population. J. Bourpon. 
The French marriage-rate is one of the highest in the world. The 
hygienic conditions are average ; but the age distribution resulting 
from the continued decline of the birth-rate causes the death-rate 
to be one of the highest. Le mouvement des prix et des Salaires. 
M. Lenor. The increase of wages in France during the last two 
or three years has nearly kept pace with the increase in retail 
prices and the cost of living. 
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Jahrbiicher fiir Nationalokonomie und Statistik (Jena). 


MarcuH-Aprit, 1925. Die Uebertragungs problems. WatLTER EUCKEN, 
On methods of remitting large sums (e.g., for reparations) to 
foreign countries. Zur Frage der steuerlichen Lastenverteilung. 
A. AMONN. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 

Vol. LIIT., No. 3. Das problem einer Soziologie des Wissens. Karu 
ManHEIM. Wieser’s Theorie der gesellschaftlichen Wirtschaft, II. 
Pror. A. AMonn. Die Uberschdtzte Handelspolitik der offenen 
Tiir. Dr. SIEGMUND SCHILDER. 


Weltwirtschaftliches Archiv. 


ApriL, 1925. Das erndhrungsproblem der Volker und die Produktion- 
steigerung der Landwirtschaft. Pror. F. Arresor. Friedrich 
List in Amerika. Dr. Witit1am Norz. Antimarxismus. L. 
Mises. Das Standortsproblem in der Wirtschaftstheorie. Dr. 
ANDREAS PREDOHL. Die gestaltende Krdfte in der Amerikan- 
ischen Wirtschaftentwicklung seit dem Krieg. Dr. H. A. LUFFT. 
The Development of International Relations. Horacr G. ALEX- 
ANDER. The “shortcoming of international law” as set forth 
by Professor Brierly and the sinister influence of financial interests 
are noticed (in English). 


Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 

1925. No. 2. Discussions of concrete subjects, the entrance of 
Germany into the League, and the economic effect of the Repara- 
tions, are followed by a criticism of “‘ nominalismus ”’ in monetary 
theory. 

Weltwirtschaftliches Archiv (Jena). 


JuLy, 1925. Der Klassische Begriff der Weltwirtschaft. Pror. EuGEN 
BOuueR. Industrie im Geiste Henry Fords. Pror. F. v. Gortt- 
OTTLILIENFELD. On “ Fordismus.” Probleme der internationalen 
Sozialpolitik. Pror. Avaust Mittuer. Das Scherenproblem in 
Sowjetrussland. Dr. HaM-JURGEN SERAPHIM. On the problem 
presented by the fall in price of agricultural products while the 
price of manufactures rises. 


Giornale degli Economisti (Rome). 


Marcu, 1925. This number is wholly dedicated to the memory 
of Pantaleoni. First Professor Loria writes on the “ mental 
evolution”’ of the great Italian economist; distinguishing the 
Ricardian character of his early work on the shifting of taxes 
from a later stage at which the conception of marginal utility 
was predominant. Admiration of Pantaleoni’s work is tempered 
with criticism of his views on co-operation and socialism. Nine 
of the élite of Italy’s economists follow with reflections on various 
aspects of Pantaleoni’s genius. 


Aprit. The tenor of this number is similar to that of the preceding. 
It begins with the reminiscences of Professor De Viti de Marco 
and ends with a bibliography of Pantaleoni’s writings—a 
list extended to several pages by monographs and articles in 
periodicals. 


bb 2 
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May. La formazione der prezzi delle azioni industriali durante 
Vinflazione cartacea. C. Brescrano-TurRonI. The prices of 
capital are shown in the light of German experiences, not to be 
affected like those of commodities by monetary inflation. Tras- 
ferimenti di immobili. Marto Bacut. 


La Riforma Sociale (Turin). 


Marcu—Aprin, 1925. La eliminazione dell anormalita monetarie. 
R. Bacut. A return to gold on the basis of the present value of 
the lira is advocated. Un ministri reformatore del secolo XVIII. 
G. Prato. Il premi all esportazione nascenti dal deprezzamento 
della moneta. A. GARINO-CANINA. 


May-June, 1925. Realta economiche e miti sindicalistici. G. Prato. 
A study in the function of workers’ combinations; referring to 
Rosselli’s articles in the Riforma, 1924. Su i prezzi, i balanci 
famigliari, etc. Dr. A. GEISSER. 


Scientia (Milan). 

JuLy, 1925. The Influence of Death Duties on the Socialization of 
Wealth. J.C. Stamp. The principles of inheritance duties are 
discussed with special reference to Professor Rignano’s scheme. 
The article will form the preface of Social Significance of the 
Inheritance Tax in the English edition which will shortly appear. 


Metron (Ferrara). 

Marcu, 1925. Les indices économiques. L. Marcu. A supplement 
to the writer’s masterly article on the subject in the first volume 
of Metron: ‘Statistical Aspects of the Problem of Human 
Nutrition,’ Major Greenwood. 





NEW BOOKS 
English. 


Bapvon (B. F.). India’s Exchange Problem. Bombay: Com- 
mercial Printing Press. 1925. Pp. 70. 

Batpwin (Rr. Hon. Sranuey, M.P.). Peace and Goodwill in 
Industry. London: Allen & Unwin, Pp. 79. 1s. 6d. 

(Three speeches : the one delivered in the House of Commons, March 6, 1925, 
and two delivered respectively at Birmingham and at Leeds, forming an intro- 
duction and a supplement to the great speech in Parliament. ] 

Barry (Ian). Speculations in Economics. London: Williams & 
Norgate. 7s. 6d. 

Burnett-Hourst (A. R.). Labour and Housing in Bombay. A 
Study in the economic conditions of the wage-earning classes in Bombay. 
London: King. 1925. Pp. 152. 

CopLaNnD (Proressor D. B.). Commerce and Business. Mel- 
bourne: Macmillan and University Press. 1s. 6d. 


CHABLANI (H. L.). Indian Currency and Exchange. Oxford 
University Press. 1925. Pp. 184. 
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Daruinc (Matcotm3L.). The Punjab Peasant in Prosperity and 
Debt. Oxford University Press. 1925. Pp. 290. 

{In the course of a foreword which Sir Edward Maclagan contributes he says, 
“Mr. Darling has in this book made a notable contribution to the economic 
literature of India. He has given us a vivid picture of the peasant’s attitude 
towards the supply and use of capital.’’] 

Doss (Maurice). Capitalist Enterprise and Social Progress. 
London: Routledge. 1925. Pp. 409. 

Double Taxation and Tax Evasion. Report and Resolutions sub- 
mitted by the technical experts to the Financial Committee of the 
League of Nations. 

Fisher (Mrs. H. A. L.). Then and Now. Economic problems 
after the war a hundred years ago. With an introduction by the Rr. 
Hon. Davip Lioyp Grorce. Oxford University Press. 1925. Pp. 
117. 

GapeaiL (D. R.). The Industrial Evolution of India in Recent 
Times. London: Milford. 1925. Pp. xix+242. 7s. 6d. 


GEALE (R. G.). International Commerce and Economic Theory. 
London: King. 1925. Pp. 161. 

[‘‘ The examination of Professor Bastable’s Theory of International Trade 
embodies notes made early in 1904, and the economic history of the last twenty 
years has confirmed the conclusions then formed, that the Ricardian doctrines 
as they are are unsound in theory.’’] 

GEARY (FRANK). Land Tenure and Unemployment. London: 
Allen & Unwin. 1925. Pp. 256. 

GOLDENWEISER (E. A.). Federal Reserve System in Operation. 
London: Magraw-Hill. 1925. Pp. 349. 

Grecory (T. E.). The Present Position of Banking in America. 


With an introduction by WattrerR Lear. Oxford University Press. 
1925. Pp. 40. 


Hauuisworts (J.). The Legal Minimum. London: Labour Pub- 
lishing Co. 1925. Pp. 95. 2s. 6d. 

(The author is General Secretary of the National Union of Distributive and 
Allied Workers. } 

Hirst (F. W.). From Adam Smith to Philip Snowden. A history 
of Free Trade in Great Britain. London: Fisher Unwin. 1925. 
Pp. 88. 

(This little book is described by the Publisher on the Wrapper as “ intended 
to supply information and instruction to those who have not read the history of 
English taxation or followed the twists and turns of fiscal controversy since Mr. 
Joseph Chamberlain tried to overthrow Free Trade.’’ | 

Hopkins (G. A. J.). Salesmanship. Commercial Travelling and 
Speciality Selling. London: Cassell. 1925. Pp. 112. 

(The author seems to be an adept in the arts which he describes and recom- 
mends. } 

Indian Cotton Excise Duty. Bombay: Millowners’ Association. 
Pp. 235. 

JOHNSTON (JOSEPH). A Groundwork of Economics. Dublin: 
Educational Co. Pp. 112. 

[The author is a Fellow of Trinity College, Dublin. ] 

KeEttTie (Str Joun Scott) and Epstein (M.). The Statesman’s 
Year-Book for the year 1925. Sixty-second Annual publication. 
London: Maemillan. 1925. Pp. 1531. 


(The recast section on Arabian affairs is a special feature of the sixty-second 
annual. | 
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Laski (Harotp J.). A Grammar of Politics. London: Allen & 
Unwin. 1925. Pp. 672. 

Mitts (STEPHEN). Taxation in Australia. London: Macmillan. 
1925. Pp. 278. 

Orwin (C. 8S.) and Pert (W. R.). The Tenure of Agricultural 
Land. Cambridge: University Press. 1925. Pp. 76. 

Parkinson (H. W.). From Capitalism to Freedom. London: 
Labour Publishing Co. 1925. Pp. 225. 

Prutal (P. PADMANABHA). Economic Conditions in India. With 
an introductory note by Dr. GILBERT SLATER. London: Routledge. 
1925. Pp. 330. 

[No. 76 in the series of monographs by writers connected with the London 
School of Economics and Political Science. The author is a Member of the 
Economic and Financial Section, League of Nations Secretariat, Geneva. ] 

Protecpicos (D. E.). The Financial Position of Greece. 
London: Allen & Unwin. Pp. 16. 

Purpom (C. B.). The Building of Satellite Towns. A _ contri- 
bution to the study of town development and regional planning. 
London: Dent. 1925. Pp. 368. 25s. 

Rav (B. R.). Present-day Banking in India. Second edition 
(revised and enlarged). Calcutta: University. 1925. Pp. 311. 


Rockow (Lewis). Contemporary Political Thought in England. 
London: Parsons. 1925. Pp. 322. 

Scorr (J. W.). Unemployment. A suggested policy. London : 
Black. 1925. Pp. 63. 

[The policy suggested is a new kind of town planning. The writer is 
Professor of Logic and Philosophy at University College, Cardiff, author of 
Syndicalism and Philosophical Realism.]} 

Smith (JAMES HAa.LpANE). Collectivist Economics. London: 
Routledge. 1925. Pp. 216. 

Situ (J. RusseLt). North America: its People and the Resources, 
Development and Prospects of the Continent as an. Agricultural, 
Industrial and Commercial Area. London: Bell. 1925. Pp. 849. 

SpyKMAN (NicHouas J.). The Social Theory of George Simmel. 
Chicago: University Press. 1925. Pp. 296. 

[This study of a German philosopher who died 1918 is written for the purpose 
of reopening the discussion of methodological problems. ] 

Sreap (Francis R.). Bankers’ Tests. The treatment by bankers 
of applications for loans, etc. London: Pitman. 1925. Pp. 136. 


American. 


AvuBERT (Louris). The Reconstruction of Europe (Institute of 
Politics, Williams College, Mass.). Newhaven: University. 1925. 

BEZANCON (ANNE) and others. Four Years of Labor Mobility. A 
study of labor turnover in a group of selected plants in Philadelphia, 
1921-24. Philadelphia. Pp. 146. 

Economic Cycle. Its application to Buying, Selling, Production, 
Investments. Harvard University: Committee on Economic 
Research. Pp. 32. 
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BIDWELL (P. W.) and Fatconer (J. I.). History of Agriculture in 
the Northern United States, 1620-1860. Washington: Carnegie 
Institution. 1925. Pp. xii+512. 

[This book contains what is probably the best historical review of the agri- 
culture of the Northern United States that has been attempted. Beginning with 
the earliest efforts of the colonists of the New World, the subject is carried up to 
the middle of last century. Some useful maps are inserted and a good deal of 
statistical material. ] 

Buck (NorMAN Sypney). -Anglo-American Trade Organisation, 
1800-1850. New Haven: University Press. 1925. Pp. 190. 

Carrot (Str VALENTINE). The Reawakening of the Orient 
(Institute of Politics, Williams College, Mass.). New Haven: University 
Press. 1925. Pp. 176. 

[Along with Sir V. Chirol’s address on the above subject and on the Indian 
experiment there are bound up essays on other subjects by other writers on the 
Labour Movement in Japan by Yusuke Tsurumi, and on economic causes of 
war by Sir James Salter. } 

Hau (HvuBert). British Archives and the Sources for the History 
of the World War. (Economic and Social History of the World War.) 
Oxford University Press (on behalf of Carnegie Endowment). 1925. 
Pp. 445. 

[Sources of history made accessible. ] 

PrRENNE (HENRI). Medieval Cities: their Origins and the Revival 
of Trade. (Translated from the French by F.D. Hatsry.) Princeton: 
University Press. 1925. Pp. 249. 

Scientific Management. A collection of articles inspired by Copley’s 
Life of Frederick W. Taylor. By Irvine FisHer, [pa TarBeELL and 
others. (Bulletin of the Taylor Society.) New York: Engineering 
Societies. 1925. Pp. 92. 

Srecrist (Horacg). The Bureau of Business Research. 


Srcrist (Horace). Retailers’ Original Mark-up on Men’s Suits, 
1913, 1916-1921. (Bureau of Business Research.) Chicago: North- 
western University, 1925. Pp. 30. 

[The amount or percentage which the retailer adds to the wholesale price to 
cover operating expenses and profit is largely controlled by custom. Fifty per 
cent. is a common figure for this ‘‘ mark-up.”” In years of large volume like 1919, 
1920, ‘‘ mark-ups ” were lower than in years of moderate volume. Customary 
‘* mark-ups ” often necessitate ‘“‘ mark-downs,” “ sales,”’ etc.] 


French. 
Prron (GaitTan). Les doctrines économiques en France depuis 
1870. Paris: Colin. 1925. Pp. 206. 


Rovusters (Paut DE). Les grandes industries modernes. III. 
Les Industries textiles. Paris: Colin. 1925. Pp. 261. 


Ste (Henri). L’évolution commerciale et industrielle de la 
France sous l’ancien régime. Paris: Giard. 1925. Pp. 396. 


Ste (Henri). La France économique et sociale au xviii® siécle. 
Paris: Colin. 1925. Pp. 193. 


German. 


BECKMANN (Fritz). Die Organisationsformen des Weltfunk- 
verkehrs. Bonn: Weber. 1925. Pp. 166. 
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BurxKart (Dr. Fritz). Die funf Grossen Englischen Depositen- 
Banken (The Big Five). Basle: Helbing. 1925. Pp. 188. 

Fort (Dr. Joser). Grundriss eines Wahrungs-Stabilisierungs 
Planes. Prague: Lerche. 1925. Pp. 182. 

Haun (ALBERT). Geld und Kredit. Tiibingen: Mohr. 1924. 
Pp. 146. 

[A collection of articles published in the Archiv fiir Sozialwissenschaft.] 

Nusssaum (ARTHUR). Das Geld in Theorie und Praxis des deutschen 
und auslandischen Rechts. Tiibingen: Mohr. Pp. 278. 

Scuutze (Ernst). Organisatoren und Wirtschafts-Fihrer. Leip- 
sic: Brockhaus. 1923. Pp. 111. 

Sommer (Dr. Louise). Die Osterreichischen Kameralisten in 
dogmen-geschichtlicher Darstellung. Studien . . . herausgegeben von 
Dr. Karl Griinberg, XII, XIII). Vienna: Konegen. Teil I. 1920. 
Pp. 119. Teil II. 1925. Pp. 494. 


Italian. 
CarxI(Fiuippo). Introduzione alla Sociologia Generale. Bologna: 
Zamchelli. 1925. Pp. 213. 
CotetTi (F.). La popolazione rurale in Italia; sui caratteri demo- 
grafici, psicologici e sociali. Placentia. 
Ernavupi (Luiai). La terra e limposta. Milan: Universita 
Commerciale Bocconi, 1924. Pp. 173. 


[Reprinted from the Annali di Economia.] 

Nitti (F.). La pace. Turin: Sofetti. 

ScHanZER (C.). Sulla Societa delle nazioni. Rome. 

SERPIERI (A.). La politica agraria in Italia ed i secenti provedi- 
menti. 


Suprno (Camitto). Le basi economiche del movimento operaio. 
Milan: Albrigghi. 


Spanish. 


SUBERCASEAUX (G.). Historia de las doctrinas econdédmicas en 
América y en especial en Chile. Santiago. 1924. Pp. 143. 











